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Corporate Profile 


Phillips is engaged in petroleum exploration and production 
on a worldwide basis, and petroleum marketing and 
refining in the United States. It also produces and distributes: 
chemicals in the United States and has production facilities 
or sales offices in 27 other countries. Since the early 1970s 
the company has been developing businesses in other 
energy fields, including coal, uranium, oil shale and 
geothermal power. In 1980 the company’s operating units 
were realigned into five groups. The activities of three of 
these groups— Exploration and Production, Gas and Gas © 
Liquids and Minerals —are summarized in the energy 
resources section of this report. The Petroleum Products 
section covers activities of the Petroleum Products group 
and the Chemicals section those of the Chemicals group. 

At the end of 1980 Phillips employed 32,400 people, 
had 119,900 stockholders and assets of $9.8 billion. The 
company’s products and processes were licensed in 
29 countries. 

Phillips is headquartered in Bartlesville, Okla., where 
it was founded in 1917. 


About the Cover 

Workhorse of the oil field, the drill bit is symbolic of 

Phillips stepped-up program to find and develop petroleum 
reserves in the United States and around the world. 
Connected to a string of rotating pipe, the bit chews its 

way through layers of rock beneath the earth's surface 
toward potential petroleum-bearing formations. The bit 

on the cover is one of 50 used to drill four miles below the 
marshlands of Louisiana in the search for natural gas. 
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SREPORT 


To The Owners of Phillips Petroleum Company: 


Estimated first quarter earnings were $338.6 million, or $2.20 ashare, 
on revenues of $3.38 billion, compared with 1979 first quarter earnings of 
$177 million, or $1.15 a share, on revenues of $1.99 billion. 

In the first quarter of 1980, income taxes were $583.3 million, 72 per- 
cent more than earnings and 153 percent higher than in the same period 
a year ago. Capital expenditures totaled $337.6 million, 34 percent higher 
than a year ago. 

If the proposal under consideration by the Norwegian government to 
increase Norway’s income taxes should be adopted effective Jan. 1, 1980, 
first quarter earnings would be restated to reflect a reduction of approxi- 
mately $55 million, or 35 cents a share. The Norwegian government is 
expected to act on the tax proposal in May. 

The company expects 1980 earnings to be higher than they were last 
year, but we do not expect our performance to be as good in each of the 
remaining three quarters as it was in the first quarter. Earnings for 1980 
will be affected by the “windfall profits” tax, which became effective 
March 1. Higher taxes, both in the United States and abroad, and lower 
profit margins in the company’s domestic refining and marketing opera- 
tions and chemicals activities are expected to adversely affect earnings 
during the last nine months of the year. 

The increase in Phillips 1980 first quarter earnings can be attributed to 
higher worldwide prices for petroleum liquids and natural gas, higher 
petroleum liquids and natural gas production in the Norwegian North 
Sea and higher prices for chemicals. 

Most of the company’s earnings improvement came from overseas 
operations, which rose to $188.7 million from $56.6 million. 

Domestic earnings rose to $149.9 million from $120.4 million. Higher 
prices for petroleum liquids and natural gas, as well as improved chemi- 
cals earnings, were partially offset by significantly lower results in Phillips 
refining, marketing and transportation operations. 

On a worldwide basis, the company’s crude oil production was 10 
percent higher during the first quarter of 1980 than for the same period a 
year ago. Natural gas liquids production was 21 percent higher and 
natural gas production declined slightly. 

Oil production in the United States was 2 percent higher. In the com- 
pany’s operations in the Norwegian North Sea, production of both oil and 
natural gas was 35 percent higher. 

Phillips 1980 first quarter earnings represented a return of 10 cents on 
each dollar of revenue. Measured by return on average total assets, these 
earnings equaled 15 cents for each dollar the company has invested in its 


business. 


President and Chairman 
Chief Executive Officer 


May 23, 1980 Bartlesville, Oklahoma 


THE 
WORLD 
OF PHILLIPS 


DOUCE BECOMES NEW 
CHIEF EXECUTIVE OFFICER 


LEADED PREMIUM GAS 
TO BE DISCONTINUED 


NEW SOLAR ENERGY 
VENTURE PLANNED 


Wm. C. Douce has been named 
president and chief executive 
officer by Phillips board of direc- 
tors. For the past six years he has 
been the company’s president and 
chief operating officer. 

The directors took the action 
upon the recommendation of W. F. 
Martin, the company’s chairman, 
who has been chief executive 
officer for the past seven and ahalf 
years. 

Douce joined Phillips in 1942 
and in the early part of his career 
was associated with various activi- 
ties of the company, including 
petroleum refining, plastics and 
rubber chemicals. In 1969 he be- 
came asenior vice president anda 
year later was elected a director of 
the company. 

In 1971 Douce was named chair- 
man of the executive committee 
and an executive vice president, 
a position he held until becoming 
the company’s president and chief 
operating officer in 1974. 

Douce is a director of the Ameri- 
can Petroleum Institute, the First 
National Bank of Bartlesville and 
the First National Bank and Trust 
Company of Tulsa. In addition, 
Douce is a member of the boards 
of trustees of Tulsa University, the 
University of Kansas Endowment 
Association, the Oklahoma Safety 


Phillips has stopped making 
leaded premium gasoline. The fuel 
will be available only until current 
supplies are exhausted. The com- 
pany said it could no longer afford 


Phillips and Acurex Corporation 
of Mountain View, Calif., are team- 
ing up to build and sell large-scale 
solar energy systems. Thesystems 
will be sold to domestic and foreign 
utilities and industries. 

Phillips has purchased 550,000 


Council and the Jane Phillips 
Episcopal-Memorial Medical Cen- 
ter in Bartlesville. 

Martin, whose normal retirement 
date is March 1982, will continue 
as a director and chairman of 
Phillips board of directors. He will 
remain active in company affairs, 
but the change will allow him to 
devote more time to board-related 
matters and important issues that 
may arise from time to time relating 
to Phillips and the petroleum in- 
dustry in general. 

“The change will also facilitate 
the further development of Phillips 
personnel with high potential to 
assure continuity of strong man- 
agement over the long term,”’ 
Martin said. 

Martin, who began his career 
with Phillips in 1939, has been 
active in industry, trade associa- 
tions and other activities for many 
years. He is amember of the board 
of directors of the National Associ- 
ation of Manufacturers, a director 
of the American Petroleum Institute 
and a member of its executive and 
management committees. He is 
also a member and chairman ofthe 
agenda committee of the National 
Petroleum Council and a director 
of the Bank of Oklahoma in Tulsa 
and the First National Bank in 
Bartlesville. 


to make and distribute leaded 
premium because of low demand. 
Since 1971, most vehicles have 
been designed to run on lower 
octane unleaded gasoline. 


shares of Acurex, a 30 percent 
interest in the firm, for $8.8 million. 

Acurex, a major solar energy 
contractor for the U.S. Department 
of Energy, built the world’s largest 
solar thermal electric plant at 
Coolidge, Ariz. 


INVESTIGATION 
CONTINUES INTO 
NORTH SEA ACCIDENT 


PHILLIPS-GREAT BASINS 
STUDYING MERGER 


An investigation is underway to 
determine why a floating dormi- 
tory with 212 workers aboard cap- 
sized March 27 in the North Sea, 
claiming 123 lives. 

The French-built, 10,105-ton 
vessel is being inspected by its 
owner, the Stavanger Drilling 
Company, representatives of the 
Norwegian government and sev- 
eral insurance companies ata fiord 
near Stavanger, Norway. 


The vessel was providing worker 
accomodations in the Ekofisk area 
of the North Sea, which Phillips is 
developing in partnership with 
other oil companies. During a 
storm, one of the five legs providing 
flotation for the vessel apparently 
collapsed, causing it to tilt and 
then tip over a short time later. 

Eighty-nine people were saved 
by a massive air and sea rescue 
effort. 


Phillips has announced plans to 
acquire Great Basins Petroleum 
Co. of Los Angeles. The approxi- 
mate purchase price is $196 million. 
The sale is subject to execution of 
a definitive merger agreement, the 
approval of Phillips board of direc- 
tors, compliance with various 


regulatory requirements of the 
U.S. and Canadian government 
and approval of Great Basins’ 
shareholders. Great Basins is 
engaged primarily in oil and gas 
operations in the United States and 
Canada. It has extensive natural 
gas reserves in Canada. 


OIL DISCOVERED 
OFF IVORY COAST 


PETROLEUM RESERVE 
ESTIMATES LOWERED 


Phillips plans to drill additional 
wells off the Ivory Coast of West 
Africa following the discovery of 
oil in one well about 13 miles off- 
shore in approximately 1,200 feet 
of water. 

The discovery is in an area of 
more than three million acres 
which the Phillips consortium is 
developing under a production 
sharing contract with the Republic 
of The Ivory Coast. 


Revised estimates have reduced 
Phillips year-end 1979 worldwide 
petroleum reserves by approxi- 
mately 5 percent. 

The estimates do not include 
amounts which may be produced 
by enhanced recovery techniques. 

New worldwide reserve estimates 
take into account updated esti- 


The consortium includes Phillips, 
the national oil company of The 
Ivory Coast, Petroci, AGIP Spa, 
and Sedco of The Ivory Coast, Inc. 

Production tests produced oil 
at rates ranging from 2,900 to 4,900 
barrels a day and natural gas at 
rates of 1.25 million cubic feet to 
2.1 million cubic feet a day. 

Additional drilling will be carried 
out in water depths from 300 to 
2400 feet. 


mates of peak oil production rates 
and oil and gas reserves at Phillips 
Greater Ekofisk Area fields in 
the Norwegian North Sea. 

Phillips has begun work on a 
pilot project using water injection 
designed to further evaluate the 
merits of enhanced recovery tech- 
niques at Ekofisk. 


REPORT 
ON THE 1980 
ANNUAL MEETING 


At the annual meeting held on 
April 29 in Bartlesville, Okla., 80 
percent of the company’s out- 
standing shares were represented 
at the meeting. 

The stockholders elected 15 
directors — Michael N. Chetkovich, 
Wm. C. Douce, L. H. Johnstone, E. 
Douglas Kenna, C. M. Kittrell, 
Melvin R. Laird, Carol C. Laise, W. 
F. Martin, David B. Meeker, William 
Piel, Jr., W. A. Roberts, J. Lucian 
Smith, W. Clarke Wescoe, Dolores 
D. Wharton and Francis M. Wheat. 


Action on Proposals 

Two proposals which were de- 
scribed in the proxy statement 
were voted on at the meeting. 

The stockholders approved the 
company proposal to designate 
Arthur Young & Company as inde- 
pendent public accountants for 
the 1980 fiscal year. 

The stockholders did not ap- 
prove the stockholder proposal 
requesting that the company 
promptly dispose of its interest in 
a South African carbon black 
company if certain conditions 
are not met by Dec. 31, 1981. 

Two additional proposals not 
included in the proxy statement 
were presented by astockholder at 
the meeting. The proposals, which 
would call for stockholder involve- 
ment in the determination of the 
company’s compensation prac- 
tices in certain instances, were not 
approved by the stockholders. 


OPERATING HIGHLIGHTS 


At the company’s annual meet- 
ing, President Wm. C. Douce made 
the following comments: 

The challenge of the 1980s is 
clear: The United States must move 
forward over the next 10 years to 
become moreenergy sufficient, less 
dependent on other countries. 

Your company is making the 
greatest effort in its history to help 
meet that challenge. 

— This year we authorized the 
largest capital investment budget 
ever — $1.9 billion. Ninety percent 
of that budget will be spent on 
energy projects worldwide, with 
about 60 percent earmarked for 
the United States. 

— We're intensifying our search 
for new oil and natural gas re- 
serves across the North American 
continent, as well asin the more se- 
cure areas of the world. 

— We're using new, sophisticat- 
ed technology to increase oil and 
natural gas production from older 
fields. 

— We’re improving our refining 
capability to handle the more plen- 
tiful — but more difficult to refine 
heavier types of crude oil. 

— We're increasing our plant 
capacities to supply consumers 
with greater quantities of high- 
quality petroleum and petro- 
chemical products. 

— And we're developing the 
fuels of the future, coal, uranium, 
and oil shale. And we'll soon be 
moving into solar energy througha 
new joint venture. These are fuels 
that must supply a larger portion of 
our energy needs if our country Is 
to become more energy indepen- 
dent. As we move ahead to develop 
additional energy supplies, there 
will be risks involved, financial 
risks and personal risks. Just re- 
cently, we’ve had two sobering 
reminders of those risks: The 
tragic accident in the Norwegian 
North Sea, which claimed many 


RETURN ON TOTAL ASSETS 
PHILLIPS VS.18 MAJOR OIL COMPANIES 


PHILLIPS 


TOTAL 18 COMPANIES 


(8. 16 -77 78:- 79.2 


Phillips return on assets compares 
favorably with the petroleum industry. 


lives. And earlier this year, an ex- 
plosion and fire at our Borger re- 
finery, which did extensive damage 
to property, but, thankfully, no 
serious injury to employees. 

Every effort will continue to be 
made to see that such risks are 
minimized as we move further into 
the pioneering ventures that will be 
necessary to our country’s energy 
resources. 

Here are some details about our 
Current efforts: 

e There is still a great deal of oil 
and natural gas to be found in this 
country, much of it offshore. In 
addition to our activities in the Gulf 
of Mexico, we’ve now expanded 
our offshore exploration to new 
leases in the waters off southern 
California, in Alaska’s Beaufort 
Sea and off the New England coast. 
We're busy drilling onshore, as 
well, in such spots as the Rocky 
Mountain Overthrust Belt, which 
extends from Canada through 
New Mexico. It is one of the most 
promising onshore areas in the 
country. 

e In addition to exploring for 
new oil reserves, Phillips is re- 
evaluating older, producing fields, 
where production has been declin- 
ing. In our West Texas fields, we’ve 
been able to halt the normal drop- 
off in production through develop- 
ment drilling, secondary recovery 
programs and by working over old 
wells. We're also using expensive 


chemical methods to coax more oil 
out of older fields. At Smackover, 
Ark., for example, technicians are 
injecting gelatin-like chemicals 
into old wells — just one of several 
projects where the technology of 
our research and development 
team is being used to increase oil 
production. 

e Another of our major goals 
has been to produce more natural 
gas liquids in the United States, 
and today Phillips is the largest 
producer of natural gas liquids in 
this country. Our natural gas li- 
quids plant under construction 
near Giddings, Texas, is one of 24 
new plants that have been built or 
authorized. These plants use ex- 
tremely cold temperatures to ex- 
tract greater quantities of liquids 
from natural gas. 

e We’re also working to develop 
fuels that will supplement petro- 
leum in the coming years. One of 
these fuels is lignite coal. Our first 
mine is scheduled to be in produc- 
tion near Shreveport, La., in 1984. 
Our long-range goals call for 
opening one minea year from 1985 
to 1995. 

One of the country’s greatest 
energy resources is oil shale. Phil- 
lips has an interest in an experi- 
mental oil shale recovery project 
and holds extensive oil shale re- 
serves in Utah, which we expect to 
start developing in about four 
years. 

e Although companies like Phil- 
lips are investing heavily in de- 
veloping U.S. energy resources, 
the fact remains that this country 
will have to depend on imported oil 
for some time to come. We have 
exploration interests in 21 coun- 
tries, from the South China Sea to 
the Mediterranean. In Canada, we 
have two wells now being drilled in 
the northern Alberta foothills. Inci- 
dentally, Great Basins Petroleum 
Company — the company we're 
negotiating to purchase — has ex- 
tensive natural gas reserves in the 
Alberta area. Farther north, in the 


Canadian Arctic Islands, we've 
participated in three significant 
gas discoveries. Further drilling is 
under way to evaluate the com- 
mercial potential of these reserves. 

e The Greater Ekofisk Develop- 
ment in the Norwegian North Sea 
continues to be the focal point of 
Our natural resources activity over- 
seas, accounting for about a third 
of our worldwide oil and natural 
gas. production. In 1979, the last 
three fields were brought into pro- 
duction. In the first quarter of this 
year, crude oil and natural gas out- 
put, from the seven-field area, 
were both up 35 percent over a 
year ago. 

e In the United Kingdom sector 
of the North Sea, we’re developing 
the Maureen Oil Field, 160 miles off 
the coast of Scotland. By using 
new drilling and production tech- 
nology, Phillips expects to save a 
year and a half in bringing the 
Maureen field into production. 

e Our newest oil discovery is 
located ina deep-water area off the 
lvory Coast of Africa. We are en- 
couraged by this discovery be- 
cause oil from the well flowed at 
rates ranging from about 3,000 to 
4,900 barrels a day, when tested at 
various intervals. Phillips has sub- 
stantial acreage holdings around 
the discovery. We'll be drilling 
several other wells to determine 
the extent of this new reserve. 

Elsewhere in Africa, Phillips is 
producing oil from 19 fields in 
Nigeria, while continuing an active 
exploratory program. Plans are 
also being made to develop our 
significant natural gas reserves in 
that country. Phillips is leading the 
development and design of a huge 
liquid natural gas plant. The lique- 
fied gas would be moved by tank- 
ers to European and U.S. markets. 

e Early this year, a partnership 
we're involved in discovered oil in 
the Northeast Kalimantan area of 
Indonesia. Additional discoveries, 
like this one, plus new recovery 
equipment installed at our existing 


fields, should increase our Indo- 
nesia production from its current 
level. 

e The rapid increase in world oil 
prices is encouraging expensive 
exploration required in deep water, 
and Phillips is one of the leaders in 
this new energy frontier. One of 
our drillships is operating in some 
3,000 feet of water off the coast of 
Australia. 


DIRECT TAXES & NET INCOME 
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Domestic and foreign taxes, asin years 
past, exceeded earnings in 1979. 


e In order to deliver this import- 
ed oil to market, Phillips has ac- 
quired six new tankers that will 
transport foreign crude to the 
Sweeny, Texas, refinery. These 
medium-sized tankers can carry 
about 400,000 barrels, or almost 17 
million gallons of crude oil. And re- 
alizing that our country must de- 
pend on imported crude oil for 
some time to come, we’re improv- 
ing our refineries to handle those 
foreign crudes. We're modernizing 
and expanding the facilities at 
Sweeny to enable us to refine 
almost all the types of crude oil 
available in the world. This project 
is expected to be completed by the 
end of the year. 

e Phillips continues to be as 
interested in conserving energy as 
we are in finding and producing it. 
Our researchers have developed a 
compact, portable plant for re- 
purifying waste motor oils into 
high-grade products. Plants of this 


kind — which can easily be trans- 
ported by rail — have been sold in 
the United States, Canada and 
Mexico. 

In our expanding chemicals 
Operations, one of the fastest 
growing markets for our high- 
density polyethylene is for plastic 
pipe, including the large-diameter 
polyethylene pipe used in munici- 
pal sewer systems. A Phillips sub- 
sidiary — Driscopipe — is now 
building its seventh plant to manu- 
facture polyethylene pipe. 

Our non-woven polypropylene 
fabric, called Petromat, is gaining 
wide acceptance as an underlining 
for roads, runways and bridges. 
When Petromat is applied to high- 
ways, it reinforces the paving, and 
makes the road more resistant to 
wear. Our production of non- 
woven fibers reached an all-time 
high last year. 

In our overseas chemicals activi- 
ties, we are building a new 22 mil- 
lion pound sulfur chemicals plant 
in Belgium. It’s scheduled to be 
completed this year. One of the 
uses for these sulfur compounds is 
in the production of agricultural 
chemicals. Currently we have 
seven major chemical plant ex- 
pansions under way or authorized. 

‘Stronger earnings have enabled 
Phillips to step up its efforts to find, 
develop and deliver more energy 
to consumers. Earnings for 1979 
totaled $891 million or $5.77 a 
share, compared to $718 million or 
$4.66 a share in 1978. Earnings in 
1978 included a one-time gain of 
$170 million or $1.10 per share 
from the sale of our stock in Pacific 
Petroleums Ltd. of Canada. 

In our petroleum operations, 
which include oil and gas explora- 
tion and production, refining, mar- 
keting and transportation, earn- 
ings have risen steadily, reflecting 
expanded production and higher 
world prices. Our chemicals busi- 
ness continues to be an important 
contributor to company earnings, 
accounting for about 20 percent of 


net income last year. 

The question frequently arises: 
How much profit do oil companies 
make ona gallon of petroleum pro- 
ducts? The answer for Phillips is 
3.9 cents for 1979. That’s what the 
company made on each gallon 
sold in our domestic operations 
after subtracting all costs and 
taxes associated with producing, 
processing and distributing petro- 
leum products. 

Last year — as in years past — 
foreign and domestic taxes ex- 
ceeded our earnings. Last year, 
our tax bill was $1.4 billion, or a 
little over $9 a share. That com- 
pared to net income of $891 million, 
or $5.77 a share. You can see how 
government is a prime beneficiary 
of oil company operations. 

In 1979, we spent almost $1.5 bil- 
lion on capital programs, 55 per- 
cent more than in 1978. This year, 
capital expenditures will be even 
higher. 

Our natural resources spending 
has grown substantially. Spending 
for petroleum products was up 
considerably over 1978, while our 
investments in our chemicals 
operations have remained steady. 

Rebuilding America’s energy 
security is going to be a monu- 
mental task. The time is right for 
meeting that challenge. 

Today, we have the beginning, 
the first steps, toward a national 
energy policy. 

Today, | believe we’re beginning 
to see a somewhat better relation- 
ship between government and the 
petroleum industry. 

Today, the American public is 
showing a greater understanding 
of the seriousness of the country’s 
energy situation. 

And today, we — Phillips — are 
in the strongest position in our his- 
tory. We have strong financial 
resources, physical resources 
and natural resources. 

The irony of the situation is that 
today our company, as well as the 
entire petroleum industry, find our- 


selves limited by the most impor- 
tant resource of all — people. 
We simply have more oppor- 
tunities — more challenges — than 
we have people, qualified people 
with a broad range of skills. People 
trained in finance, drilling, engi- 
neering, law, the liberal arts. 
People trained as clerks, plant 
operators, maintenance specialists. 

Today, in making decisions on 
any major project, one of the first 
questions we find ourselves asking 
is: Do we have the people to do the 
job? 

For the long term, the answer to 
the people shortage is to add to our 
work force more of the same kind 
of committed, competent people 
that we now have. This will mean 
increasing our training programs 
within the company. This will 
mean increasing our strong finan- 
cial support of our colleges, 
universities ‘and technical schools. 

But for the short-term, the 
answer is for all of us to do the best 
we can. And, | think we can all be 
proud of our track record. In the 
next few years, we may have to 
stretch our capabilities even more. 
Certainly, we can’t turn this coun- 
try’s energy situation around by 
ourselves. But together, we — all 
30,000 Phillips employees — can 
continue to be a major force in this 
country’s drive for energy inde- 
pendence and national security. 


CAPITAL EXPENDITURES 
(MILLIONS OF DOLLARS) 


U.S. ENERGY RESOURCES 


Phillips has substantially increased its 
commitment to develop energy in the 
United States — energy from coal and 
uranium as well as oil and natural gas. 


a 


COMMENTARY 


PHILLIPS CHAIRMAN 
EMPHASIZES REALITY OF 
NATION’S ENERGY 
PROBLEM 


Chairman W. F. Martin present- 
ed this analysis of the energy situa- 
tion at the company’s annual 
meeting. 

If you look around the nation 
today, it is difficult to see a real 
energy problem. 

Currently, United States petro- 
leum supplies are more than ade- 
quate. 

Oil imports are at their lowest 
level in four years. 

Gasoline prices have stabilized, 
and gasoline inventories are at the 
highest level in history. 

The effects of a mild winter have 
greatly reduced consumption of 
home heating oil and diesel fuel... 
and raised inventories of these 
products by more than 50 percent 
from a year ago. 

Experience has shown us that 
when supplies are at comfortable 
levels, there is a great temptation 
to become complacent about our 
energy situation. But to be con- 
vinced of the real seriousness of 
America’s energy situation, we 
need only recall a few of the dis- 
turbing events since our last 
annual meeting. 

World oil prices have doubled. 
The Three Mile Island incident has 
slowed development of nuclear 
power. Events in Iran triggered a 
gasoline shortage last summer and 
the imprisonment of the American 
embassy staff in Tehran. Russia’s 
invasion into Afghanistan serious- 
ly damaged international relations 
and endangered Middle East oil 
reserves, reserves that make up 
half of the free world’s oil supply. 

Furthermore, the future is not al- 
together reassuring. Even though 


petroleum prices and supplies this 
year promise to be more stable 
than in 1979, America will continue 
to depend on imports for more 
than 40 percent of its oil. 

For 1979, the United States paid 
$60 billion for foreign oil supplies. 
For 1980 it is estimated that $85 bil- 
lion will be sent abroad to pay for 
imported petroleum. — 

The foreign nations which sup- 
ply this oil will act in their own best 
interests, not ours. Some oil- 
producing countries are decreas- 
ing production. And we can expect 
them to continue to increase 
prices in the future. Finally, the 
threat of oil supply cutoffs caused 
by political turmoil continues, and 
in fact has become more serious as 
a result of recent developments in 
the Middle East. 

So rather than make us comfort- 
able, our current energy situation 
should cause us serious concern. 
But this is not to say we should be 
discouraged. Instead, we should 
strengthen our determination to 
reduce America’s reliance on im- 
ported oil by developing our own 
abundant energy resources here at 
home. 

Americans have overcome ad- 
versity before. Many of us can re- 
member when the attack on Pearl 
Harbor and the launching of a 
Soviet space satellite mobilized 
public opinion and spurred our 
people to action. And | believe 
there are signs today that demon- 
strate that the American people 
have begun to face up to the 
energy challenge. 

For example, we can see indica- 
tions that public opinion on energy 
is becoming more informed and 
more realistic. 

A year ago anational poll show- 
ed that at least half of the American 
people believed the overriding 
cause of our energy problem was 
oil company greed. 

At the end of last year, public 
opinion had changed significantly. 

The theory that the energy prob- 


lemisahoax, contrived by oil com- 
panies, is fading. 

An increasing majority of Ameri- 
cans now understand, first, that 
the energy problem is real, .and 
second, that the United States 
should increase its energy self- 
sufficiency by developing its own 
resources. 

Furthermore, there is general 
agreement on these two points 
among leaders in every segment of 
American society: business, gov- 
ernment, labor, education, the 
press and responsible consumer 
organizations. 

Differences of opinion still exist, 
however, mainly onhow we should 
go about achieving increased do- 
mestic energy supplies, how much 
emphasis should be put on coal or 
nuclear, how much reliance 
should be placed on solar energy 
and when it can become a signifi- 
cant factor. But we should not 
underestimate the consensus 
achieved so far. Nor should we 
overlook some specific forward 
steps this Consensus has pro- 
duced. 

In June of last year President 
Carter began decontrolling prices 
of U.S. crude oil, oil which has 
been under federal price controls 
since the early 1970s. The price of 
crude oil produced in the United 
States will now move to the world 
market price over a period of time. 

Unfortunately, after the decision 
on decontrol was made, Congress 
enacted an excise tax on Crude oil 
— the so-called windfall profits tax, 
which eliminated much of the 
benefits of decontrol. Neverthe- 
less, more realistic pricing of crude 
oil — moving the price of crude oil 
toward world prices — is having 
positive effects. 

One positive effect is increasing 
conservation. The American 
people are beginning to look at 
conservation as an important 
energy resource. They are driving 
less and car-pooling more, adding 
insulation in their homes, doing 


the small things that add up to big 
energy savings. Total petroleum 
consumption right now is down 10 
percent from what it was a year 
ago. 

The gradual decontrol of crude 
oil, along with improved pricing for 
natural gas, is also having a posi- 
tive effect on energy production. 
Drilling for oil and gas is at a 20- 
year high, with more than 53,000 
new wells planned this year. 

This new exploration effort is an 
encouraging sign. Oil and gas still 
supply nearly three-fourths of 
America’s energy. These fuels 
must serve as a bridge between 
today and the time, perhaps inthe 
1990s, when the country achieves 
a more diversified energy base — 
by using more coal, by developing 
synthetic fuels, by increasing 
nuclear power, by moving toward 
more use of solar power. 

Coal and nuclear power have the 
greatest potential for large-scale, 
comparatively rapid development. 
America has more energy in coal 
than the Middle East has in oil. 
Energy that can be derived from 
our deposits of oil shale exceeds 
the potential of the oil reserves of 
Saudi Arabia. And we have some of 
the world’s largest deposits of 
uranium. 

There is no shortage of energy 
resources that can be developed 
right here in the United States. But 
developing our energy resources 
will not be quick, easy or cheap. 
Rather, it will be a long hard 
process and costly. 

We should not expect to be freed 
of heavy dependence on costly 
foreign oil — including large quan- 
tities from nations with question- 
able political stability — until well 
into the 1990s and perhaps beyond. 

During this 10- to 20-year period, 
energy companies must expand 
the search for energy to more hos- 
tile frontier areas and must de- 
velop new, complex technology. In 
most cases, lead time to develop 
new supplies is long and costs are 


high. 

Development of coal reserves 
will require very large investments, 
as will the plants which will use 
coal. 

A new plant to produce 100,000 
barrels a day of synthetic fuel will 
probably require about eight to 10 
years for completion and, after 
factoring in inflation, will probably 
cost about $5 billion. To build 
enough of these plants to cut 
American oil imports by say, two 
million barrels per day, could con- 
ceivably cost more than $100 bil- 
lion. 

And we must not overlook the 
very large sums the petroleum 
industry will have to spend just to 
maintain current oil and gas pro- 
duction if we are to hold down im- 
ports. 


S 


Phillips is moving ahead with the development of its 25 million pounds of uranium 


Considering the magnitude of 
the investments that must be made, 
we must express deep concern 
about whether energy producers 
will be permitted to generate suffi- 
cient funds to finance America’s 
energy requirements. The neces- 
sary capital must be made avail- 
able if the energy producers are to 
meet the expectations of the 
American people, who are count- 
ing onenergy supplies sufficient to 
assure economic and military 
security. 

The alternative is for govern- 
ment to undertake the job. This 
choice | believe would be unwise 
and unacceptable to the American 
public. Consumers would pay 
through more taxation, the total 
costs would be higher, and, of 
course, government regulations 


oxide reserves located in northwest New Mexico. Production is expected to reach 


two million pounds a year by 1985. 


and controls would be multiplied. 

We in the industry must also ex- 
press concern about the regula- 
tory climate under which energy 
companies will be operating. The 
present regulatory climate is not 
conducive to efficient energy 
production. Some regulation is 
necessary, of course. But regula- 
tion should be of a constructive 
nature and developed for guidance 
over a long term. This would re- 
lieve uncertainties that exist when 
regulations and policies are fre- 
quently changed, as they have 
been on many occasions in the 
past. 

A constructive regulatory cli- 
mate involves three steps that must 
receive national emphasis. 

A first and vital step is reliance 
On the economic strength of the 
marketplace. America never had a 
real energy problem until we 
abandoned the marketplace in 
favor of government regulations 
and controls. 

Ourtask nowistoremove costly, 
unnecessary regulations and con- 
trols, counterproductive allocation 
systems, and time-consuming re- 
gulatory procedures. Moving back 
to market forces will stimulate 
production, encourage conserva- 
tion and allocate capital without 
Causing major inequities or hard- 
ships. 


Second, we should encourage 
sensible and efficient energy 
conservation. Properly viewed, 
conservation is an important 
energy resource, and the quickest, 
Cheapest and cleanest way to 
respond to higher energy costs. 

Third, we should balance our en- 
vironmental desires with our 
energy needs. ‘“No-growth” philo- 
sophies, we believe, would not be 
acceptable. Increased energy 
production is essential if our 
economy is to prosper, so as to 
provide additional goods and ser- 
vices, to provide jobs and to main- 
tain our standard of living. 

Environmental safeguards are 
necessary. But they must be care- 
fully defined and efficiently carried 
out so as to be certain that the 
benefits justify the costs. 

In each of these areas, govern- 
ment has a role to play. And so 
does industry. 

Government can decide envi- 
ronmental questions — suchas the 
question of opening up more of the 
enormous land areas that are now 
off limits to energy exploration. 

Government can offer indivi- 
duals and private industry the 
incentives to conserve more 
energy and help provide the 
proper economic climate to de- 
velop America’s energy resources. 

Government can put an end to 


the endless red tape and bureau- 
cratic delays that are impeding 
energy development in this 
country. 

Likewise, industry can put more 
than 100 years of experience into 
exploring for and producing new 
energy supplies. 

Industry can risk private capital 
— not taxpayers’ money — in the 
search for energy. 

And only industry can have the 
economic incentive to develop the 
most efficient means of processing 
and delivering energy to the con- 
sumer. 

Finally, each individual citizen 
associated with the energy in- 
dustry — including those of us 
here today — can play an impor- 
tant role. 

| mentioned at the outset that the 
American public is now more 
understanding of the real energy 
problem and its causes. 

| believe we in the energy indus- 
try should build on this new atti- 
tude, enlarge this consensus and 
help generate a feeling of national 
unity and purpose — a spirit of 
understanding and cooperation 
among government, industry and 
the American people. 

This spirit of understanding and 
cooperation is essential to bring- 
ing our country back to a position 
of energy security. 


OPERATING HIGHLIGHTS (liquids in thousands of barrels per day) 


United States: 
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Natural gas liquids produced 


Natural gas produced (net millions of cubic feet daily) 
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Europe-Africa: 
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Natural gas liquids produced 


Natural gas produced (net millions of cubic feet daily) 
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Other areas: 
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Natural gas produced (net millions of cubic feet daily) 
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Three Months Ended March 31 


1980 1979 
123 121 
145 131 
1,019 1,159 
249 309 
443 519 
188 158 
14 1 
640 518 
68 oF 
5 8 

1 1 

2 = 
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Revenues: 


Sales and other operating revenues 
Equity in earnings of nonsubsidiary companies 
Other revenues 


CONSOLIDATED STATEMENTS OF INCOME 


Costs and expenses: 


Costs and operating expenses 
Selling, general and administrative expenses 
Depreciation, depletion, amortization and retirements 
Taxes other than income taxes 
Interest and expense on indebtedness 
Provision for income taxes 


Net income 
Net income 


Average shares outstanding (in thousands) 


per common share 


Assets: 


Cash and marketable securities 
Accounts and notes receivable 
Inventories 


Total current assets 
Investments and long-term receivables 
Properties, plants and equipment — net 
Deferred charges 


CONDENSED CONSOLIDATED BALANCE SHEETS AT MARCH 31 


Liabilities and stockholders’ equity: 


Accounts 


Long-term debt and obligations due within one year 
Accrued taxes 
Deferred income taxes 
Other accruals 


Total current liabilities 
Long-term debt 
Other long-term liabilities 
Obligations under capital leases 
Accrued contingent liabilities 
Deferred income taxes 
Other deferred credits 
Minority interest in consolidated subsidiaries 
Stockholders’ equity 


and notes payable 


Thousands of Dollars 


Three Months Ended March 31 


1980 


$3,291,356 
10,296 
82,510 


3,384,162 


2,086,776 
106,261 
183,701 

60,365 
25,210 
983,250 


3,045,563 
$338,599 


$ 2.20 
154,004 


$1,465,494 
1,508,598 
715,551 
__ 17,399 
3,767,042 
299,904 
4,947,857 
84,480 


$9,099,283 


$1,268,805 
74,060 
1,566,237 
1,800 
__103,850 
3,014,752 
662,991 
172,665 
93,698 
147,639 
447,286 
108,690 
10,704 
4,440,858 


$9,099,283 


1979 


$1,946,087 
131 
40,806 


1,987,024 


1,312,187 
82,865 
128,917 
33,060 
22,688 
230,306 


1,810,023 
$177,001 


$ Ue) 
154,427 


$1,217,481 
855,820 
451,002 
91,724 


2,616,027 
226,505 
4,082,889 
98,581 


$7,024,002 


$ 727,914 
81,856 
881,743 
9.559 
79,397 
1,780,469 
663,627 
97,082 
116,565 
152,783 
414,322 
83,634 
10,286 
3,705,234 
$7,024,002 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Thousands of Dollars 
Three Months Ended March 31 


1980 1979 
Funds provided from operations amounted to .................... ee eeeeness $500,363 $340,044 
While funds were expended for: 
PUOPELLES OrANtS ANCKEQUIDIMCM  Grsrenncc cites at Rolge fue he iw sale soa aaa cena 337,560 202,802 
ISS UTICIIS ES ceceeo geal ite eter <r Dac near aan Ee 22,023 1,602 
HeGuUCHONZOL -lOnG-LeLMN DOMOWINGS «as, d.tec sce weaves tenn te dng ood ss oaaeee ca 7,804 15,909 
PiVidends torcompany stOCKMOlCKS: <2... soe csn soaks oobwurncweae esol een 69,418 46 328 
PImGHASe OeCOMPANV SLOCK He tire nye ete amie us won eee aee sous de 85,571 = 
UENCE oad Ae beee ay MAE Lt ORE OAC Cn LD ai 15,024 4,028 
537,400 320,669 
PincHaenia Malance (OGlClONGY) Ol « c 8 saets os dic pee ks oa vo Sas ad ee keene (37,037) 19,375 
Additional funds were provided from: 
ee renmDONhOWIN OG miele nt geeise rie oeedm mech matin. Sevad che wee enn aS vie le 21,940 181 
BRO DETI eS ales can felmceMentS sues. wy. aiene wag sek ec cos eae cele Gb bw ene 20,404 6,363 
SENSES: OU GIN RESETTING I nae AAO ele Anas egret Peek ee 15,240 3,817 
erocecds icon sale Ot COMPANY StOCK: easisc ce caick.oct acess les edse dened. 21 a 
ASS 5 e185 cite ICR GANG A RRA whee = Re Ra a __ 23,700 14,945 
81,305 20,306 
Wniehmresuiteauinuncneased working capitaliOii se. 4c asceoseene sso o. $ 44,268 $ 44,681 
SELECTED FINANCIAL DATA 
Summary of net income: 
Petroleum exploration and production 
PRICES Lat CS ite. wrestles, tel oe hea ae RR aM iat carnal 8 aR a $153,896 $ 78,402 
OitisidesUMilCUOLAleS «facies wr pneueen sa Ark eee aed ne ce ee re Se 140,835 36,543 
294,731 114,945 
Petroleum refining, marketing and transportation 
TT LTETOIESSS (| (Cs Wg he nC ON, Sarees elvan 8 Er ces ye eg ee (5,467) 34,932 
OciesidevUimiteds States. ects eons ue ceee ete arene Nas, pid cna sa eer ee os 18,548 9,361 
13,081 44 293 
WU OMOWIGEUDELLOIGUIN: .cetscat cea nenee tree par aes ns oic Sociol Sekai ee 307,812 159,238 
WU OUIGWIGEXCDEMILGAIS) ctw crt lt Nar aeT AER icpmetens cots alt Ae aaa eae 50,524 28,123 
SIL CaP Oe SARS cat eee SR ae ee in RUM IaL he UR Ay Per RMR reste: Rr. De (19,737) (10,360) 
$338,599 $177,001 
tOther includes equity in earnings of nonsubsidiary companies, coal, uranium, geothermal and other corporate. 
Reticnnonraverage: LOtaliASSEIS ges: 252 shea ete aS iiye acta we ooh cesta foes Se ee 15.5% 10.3% 
Capital expenditures — properties, plants and equipment: 
PerroleuinmONehatONS aU. a chee were, vena Wome Sees rentee cee! he $180,250 $129,869 
Peiroreuimaaperatonss— Outside U.S. Se. < nena on east toe heen ee 85,788 75,471 
WOTICWITENCHONNCAlS hei cestean stay ical oe om mtr ee cate neared os create) uae 38,950 29,432 
DUT IVSTP ekdetide’s arch: Se RY 2 CIPS eee AB eo puree. scp reat Se A 24,028 15,836 
CORD Old LCmmepme neo A alas c Awe. ue Reed a She N Ran SO sand inanias Glee ten ee 8,544 2,194 
AAS) FOLEET ALO COS ES. ote alte Ae re een SEM etary ect 2 eae a, AR eos EERE Ser 96,157 69,882 


ROreran: CUnTENCyatranS| AUlON lOSSCS< tect .c cipengam seme ve. «5. cake ene ts 8,385 8,795 


Phillips is intensifying its search for new oil and natural gas reserves in North America. This Idaho well is one of several Phillips 
has drilled in the Rocky Mountain Overthrust Belt, one of the most promising onshore areas in the country. Severe cold, 30-foot 
snowdrifts, cliffs and rocky terrain are just some of the obstacles seismic and drilling crews have to overcome. As a result, 


exploratory wells costing as much as $6 million aren’t uncommon. 
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*Reflects restatement of first quarter 
earnings to reflect Norwegian income 
tax increase applied retroactively. 


To The Owners of Phillips Petroleum Company: 


Phillips earned $499.3 million, or $3.26 a share, on revenues of $6.61 
billion during the first six months of 1980. Earnings were up 27 percent 
from the same period a year ago, when profits were $391.6 million, or 
$2.54 a share, on revenues of $4.20 billion. 

The six-month figures reflect higher Norwegian income taxes legis- 
lated in May, but made retroactive to Jan. 1, 1980. Asa result, first quarter 
1980 earnings as originally reported have been reduced by $54.2 million 
and restated to $284.4 million, or $1.85 a share. 

For the first six months of 1980, the additional Norwegian income taxes 
reduced the company’s earnings by $117.8 million. 

Total income taxes for the first half of 1980 were $1.28 billion, a 148 per- 
cent increase over the first half of 1979. Taxes other than income taxes 
increased 98 percent to $136 million, primarily because of the windfall 
profits tax, which went into effect on March 1. 

Earnings for the first half of 1980 represented a return on average total 
assets of 11.1 percent. 

Capital expenditures for the first six months of the year rose 30 percent 
to $731 million, while spending on energy-related activities in the U.S. 
increased 33 percent to $413 million. 

Phillips earnings during the second quarter of 1980 were $214.8 million, 
or $1.41 a share, on revenues of $3.23 billion. These earnings were just 
slightly above those reported for the same period a year ago, when earn- 
ings were $214.6 million, or $1.39 a share on revenues of $2.22 billion. 

The first-half earnings improvement was the result of increased world- 
wide production of petroleum liquids and higher prices for both domestic 
and foreign petroleum liquids and natural gas. 

Second quarter earnings were adversely affected by the performance 
of domestic refining, marketing and transportation operations and a 
decline in profits from chemicals activities. Higher costs for crude oil and 
natural gas liquids could not be recovered fully because of an industry- 
wide surplus of gasoline and other petroleum products. In addition, 
sharply lower demand for both crude oil and petroleum products in the 
second quarter resulted in an increase in inventory levels, which adverse- 
ly impacted earnings. 

Chemicals earnings in the first half were virtually unchanged from 
1979, but second quarter earnings were lower because of higher raw 
material costs and the currently depressed U.S. fibers, housing and auto- 
mobile markets. 

Phillips worldwide crude oil production increased 6 percent during the 
first half of 1980. Production of natural gas liquids rose 14 percent, while 


natural gas production declined 2 percent. 
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PHILLIPS RESTRUCTURES 
TOP MANAGEMENT 


SECOND WELL CONFIRMS 
IVORY COAST DISCOVERY 


URANIUM MINING 
PLAN REVISED 


Phillips top management has 
been realigned. President Wm. C. 
Douce characterized the restruc- 
turing as another step in a man- 
agement transition that began in 
April when he was elected chief 
executive officer. Said Douce: 
“This restructuring is designed to 
provide a more effective way to 
manage the company in light of the 
growing size and complexity of 
our operations and their likely 
future direction.” 

There were three key elements 
in the realignment: 

® Two executive vice presidents 
were named assistants to the 
president. One will work with 
Douce on matters concerning 
company operations. The other 
will advise Douce on energy issues 
and their impact on the company. 

e All of the company’s oper- 
ations and most of its staff organi- 
zations were aligned under four 


Completion of a second well has 
confirmed an earlier oil discovery 
in the offshore waters of the 
Republic of the Ivory Coast. The 
second well confirmed the pres- 
ence of oil-bearing sands appar- 
ently equivalent to some of those 
found in the discovery well. No 
production testing was carried out 
because of a contractual require- 
ment to release the drillship. 

The new well is 2% miles east- 
southeast of the discovery well in 


executive vice presidents who will 
report directly to Douce. 

One of the four areas will involve 
all corporate staffs dealing with 
financial matters, while a second 
will include corporate relations 
activities, research and develop- 
ment, engineering and corporate 
services. The company’s petroleum 
products and chemicals activities, 
as well as Applied Automation, 
Inc., the company’s technological 
subsidiary, are included in a third 
area. The fourth area involves all 
of the company’s energy develop- 
ment efforts. 

e In the area of energy develop- 
ment, the former natural resources 
group was divided into three sepa- 
rate operating groups — petroleum 
exploration and production, gas 
and gas liquids, and minerals, 
which includes all of Phillips 
activities in coal, uranium, oil shale 
and geothermal power. 


1,590 feet of water. The original 
discovery well, announcedin April, 
is located about 13 miles offshore 
from the western African nation. 
The group undertaking drilling 
operations includes Phillips; AGIP 
(Africa) Ltd.; Petroci, the National 
Oil Company of the Ivory Coast, 
and Sedco, Inc. 

The group is scheduled to begin 
drilling a third well in the fall. 
Geophysical surveys are currently 
underway. 


———$___ 


Phillips Uranium Corporation 
has announced suspension ot 
shaft-sinking operations on one 
section of its Nose Rock project in 
northwestern New Mexico. Phillips 
has been sinking shafts on two 
sections of land at the mine site —a 
production and a ventilation shaft 
on one section, and a production 
shaft on another. 

J. H. Presnell, executive vice 
president of Phillips Uranium, said 


a revised mining plan would 
permit the suspension of activity 
on the second section without 
delaying initial access to the ore 
body from the two shafts in the first 
section. 

However, he said full production 
from the mine would not be achiev- 
ed in 1985 as previously reported. 
Phillips Uranium, headquartered 
in Albuquerque, N.M., is one of 
Phillips wholly owned subsidiaries. 


INTENT LETTER SIGNED 
FOR GEOTHERMAL 
ELECTRICAL GENERATION 


Geothermal energy would be 
used to generate electricity under 
terms of a letter of intent recently 
signed by Phillips and Utah Power 
& Light Co. 

According to the agreement, 
UP&L would plan and build a 20- 
megawatt power plant designed to 
use geothermal energy produced 
from the Roosevelt Hot Springs in 
southwestern Utah, where Phillips 
has been participating in the 
development of geothermal steam 
wells since 1975. During the period 
before a formal agreement is sign- 
ed, UP&L will use reservoir and 
engineering data to confirm the 


ENERGY SAVINGS 
CONTINUE TO CLIMB 


Phillips saved enough energy 
through conservation efforts in 
1979 to fuel 85,000 cars for a year. 
The amount saved was the equiva- 
lent of 1.7 million barrels of oil. 

Since Phillips began its world- 
wide energy conservation effort in 
1973, the company has reduced its 
rate of energy use by the equivalent 
of 12.8 million barrels of oil per 
year. This is enough energy to pro- 
vide the annual needs of a city the 
size of Savannah, Ga., Lubbock, 
Texas, or Roanoke, Va. 


power-generating capacity of the | 
geothermal resource. 

Harry Blundell, president and 
chief executive officer of UP&L, 
said the company’s first geother- 
mal plant is scheduled to be qen- 
erating electricity by 1983. He said 
this plant is expected to be fol- 
lowed by additional 50-megawatt 
geothermal units. 

Phillips Executive Vice President 
W. A. Roberts said that “although 
geothermal energy may not pro- 
vide more than a fraction of the 
nation’s total energy, itcan makea 
significant contribution in certain 
parts of the country.” 


Phillips energy conservation 
program has two thrusts. One is to 
encourage employees to save 
energy by keeping thermostats 
down, turning off unneeded equip- 
ment and other similar steps. The 
second thrust is the installation of 
energy-saving equipment through- 
out the company’s worldwide 
operations. 

Since 1973, Phillips has spent, or 
plans to spend, more than $188 
million on energy conservation 
projects. 


IBM EXECUTIVE 
ELECTED TO BOARD 


IN REMEMBRANCE 


George B. Beitzel, senior’ vice 
president and a director of the 
International Business Machines 
Corporation, was elected to the 
Phillips board of directors effective 
July 1. 

Beitzel joined IBM in 1955, and 
in 1972 he was made group execu- 
tive for the general business group, 
which involved responsibility for 


Phillips regrets to announce the 
deaths of a director and a senior 
company Official. 

Board member J. Lucian Smith 
of Atlanta died July 19 after suffer- 
ing a heart attack. Smith was the 
retired president and chief oper- 
ating officer of the Coca-Cola 
Company and had been elected 
to the board in 1979. 


international as well as domestic 
Operations. Also that year, he was 
elected to |BM’s board of directors 
and named a senior vice president 
of the company. In 1979 he joined 
the IBM corporate office and 
corporate management committee. 

Beitzel is a graduate of Amherst 
College and the Harvard Graduate 
School of Business. 


Senior Vice President LeRoy 
Culbertson died July 12 after also 
suffering a heart attack. He had 
been in charge of corporate plan- 
ning and development since 1978. 
Culbertson joined Phillips in 1939 
and throughout much of his career 
was involved in the area of natural 
resources and the company’s gas 
and gas liquids operations. 


\ 


Plastic sewer pipe may solve the 
sewage system crisis now facing 
many cities. 

“Cities from California to New 
York need to renew or replace 
deteriorating sewer systems for 
environmental reasons, and poly- 
ethylene pipe is the way to do it,” 
says Bill J. Sanders, market man- 
ager for Phillips Driscopipe, Inc. 

Driscopipe comes in sizes 
through 48 inches in diameter. 
Driscopipe was the first to manu- 
facture pipe this large in the U.S. 
Made from Phillips own trade- 
marked Marlex, a superior high- 
density polyethylene, it is water- 
tight and will never corrode. 

Best of all, Driscopipe is flexible, 
so that it can be slipped inside 
existing sewer lines without ripping 
out old lines or tearing up streets. 

The process, known as slip 
lining, works like this: First, video 
cameras survey the existing sewer 
line from the inside to see if joints 
are misaligned or sections have 


collapsed. From survey results and 
engineering drawings, excavation 
sites are pinpointed and holes are 
dug large enough to insert the 
polyethylene pipe into the old line. 
A special process called butt fusion 
joins the pipe sections together 
and seals off outside infiltration. 

Some cities that have used the 
Driscopipe slip lining method 
report savings of 40-80 percent 
over alternate repair methods. 

But sewer pipe is not the only 
product produced by Phillips 
Dallas-based subsidiary. Five 
plants in the U.S. and one in 
Canada manufacture polyethylene 
pipe for electrical conduit, natura! 
gas distribution, oil field piping 
systems, water lines, mining 
slurries and industrial and petro- 
chemical applications. 

As an added bonus, Sanders 
says, polyethylene pipe is “energy 
efficient” because it requires less 
energy to produce and install than 
conventional pipe materials. 


SATELLITES NEW TOOL 
IN ENERGY SEARCH 


COAXING MORE OIL 
FROM OLD FIELDS 


The search for oil has required 
the use of just about every tool and 
gadget on earth. And recently, the 
oil industry has turned its attention 
to space, where earth-circling sat- 
ellites can aid in finding tomor- 
row’s energy sources. 

The satellites utilized by oil com- 
pany geologists contain no astro- 
nauts. Instead, they’re small, un- 
manned instrument packages that 
circle the globe every 90 minutes 
or so. 

This type of satellite, called 
LANDSAT, scans the earth with 
cameras and electronic sensors 
from a height of 500 miles, sending 
back hundreds of images every 
day to a special processing center 
in Sioux Falls, S.D. It sweeps every 
inch of the earth’s land surface 
every 18 days. 

Since 1972, when the program 
began, LANDSAT has generated 
trillions of bits of information 
about the earth’s surface for geol- 
ogists to study. Phillips and six 
other major oil companies have 
invested in a computer-based 
system of its own to process 
LANDSAT tapes and make “hard 
copies” of the electronic data in 
picture form. 

A sophisticated television set 


with a large screen enables opera- 
tors to manipulate the datain many 
ways. They can change colors or 
contrast, enlarge, reduce, tilt or 
otherwise alter the image in order 
to make geologically interesting 
features stand out. Certain types of 
geological structures and forma- 
tions can alert trained eyes to the 
possible location of oil and natural 
gas or mineral deposits. 

Kurt Hagen, Phillips surface 
mapping supervisor, says it’s hard 
to attribute any particular energy 
discovery to the space pictures. A 
lot of additional detailed geologi- 
cal study is needed to move froma 
satellite picture covering 13,225 
square miles to a drilling hole a 
few inches in diameter. 

“Geological evaluation requires 
teamwork. It’s hard in this day and 
age to find one individual who can 
lay claim to finding oil and gas — 
sO many types of expertise are 
involved,” Hagen adds. 

But, says Hagen, the LANDSAT 
pictures enable the search area to 
be narrowed considerably. And 
Phillips geologists are working on 
an increasing number of LANDSAT- 
inspired exploration studies which 
could help to meet the nation’s 
growing energy needs. 


Phillips engineers are coaxing 
new life out of old oil fields using a 
technology called “enhanced oil 
recovery” (EOR). 

An oil field normally gives up its 
first batch of oil under the natural 
pressure contained in the reservoir. 
But this pressure often subsides 
quickly, leaving the bulk of the oil 
still in the ground. 

By using secondary recovery 
techniques, such as flooding a 
reservoir with water, a producer 
can build up pressure again and 
recover more oil. 

Still, it’s estimated that about two- 
thirds of the potential oil in a field 
remains locked in the ground, 
much of it untouchable with 
current technology. In the United 


States alone, this amounts tosome 
300 billion barrels of oil, and gov- 
ernment and industry experts are 
hoping to recover some of it 
through EOR. 

EOR Is ahighly complex process 
involving the injection of a sub- 
stance (usually fluids, chemicals 
or steam) into a reservoir to force 
out trapped oil and move it toward 
a producing well. 

Phillips, with about 100 patents 
in EOR-related technologies, was 
the first oil company to form a part- 
nership enterprise to market and 
develop full EOR services. 

The company, organized in 1978, 
is called CORT (Custom Oil Re- 
covery Technology) and is a 
partnership with Hercules, Inc. 


CONSOLIDATED STATEMENTS OF INCOME 


Thousands of Dollars 


Three Months Ended June 30 
1980 1979 


Six Months Ended June 30 
1980* 1979 


Revenues: 
Sales and other operating revenues ......................0005. $3,153,018 $2, 160,267 $6,444 374 $4,106,354 
Equity in earnings of nonsubsidiary companies ................. 3,316 16,416 13,612 16,547 
Other FEV ENUES Ea verse conacese Meme aces nae ee ee eee 73,845 40,239 156,355 81,045 
3,230,179 2,216,922 6,614,341 4,203,946 
Costs and expenses: 
Costsvand operatingrexpenSeS -puss- mace ee eee ee ee 1,998,730 1,387,966 4,085,506 2,700,153 
Selling, general and administrative expenses ................... 86,700 86,943 192,961 169,808 
Depreciation, depletion, amortization and retirements ........... 182,608 180,910 366,309 309,827 
axes othenthanvincomertaxeSmmancsse nose eee eerie 75,683 35,571 136,048 68,631 
Interest and expense on indebtedness......................000. 28,325 24,589 53,535 47,277 
ProvisionsonmincomertaXxeSn see ee en ero eee eee 643,284 286,341 1,280,719 516,647 
3,015,330 2,002,320 6,115,078 3,812,343 
Netrincomemerenrr ener eee ere RPE Ere GING sch 8 ods $ 214,849 $ 214,602 $ 499,263 $ 391,603 
Netincomepercommonistakemeceeneinec ec menee ner $ 1.41 $ 1.39 $ 3.26 $ 2.54 
Average shares outstanding (in thousands)....................... 152,328 154,428 153,166 154,427 
CONDENSED CONSOLIDATED BALANCE SHEETS AT JUNE 30 
Thousands of Dollars 
__1980_ =i 
Assets: 
Cash andimanrketable:securitieS “asasnaccee sees eee ee eee ee ron eee ee eee $1,320,013 $1,314,902 
Accounts: andinotesineceivable: oh..0: -seacckeease ri Aleaee eee REO en rere a 1,498,021 997,949 
IVOMEOFIOS se...0:5 ssccush esere-ausscey enareimy sfere Sie os seed ree ot euekay ERA oat ea oe 866,677 452,080 
Prepaidiexpenses angvotherGunnremtsaSSCtS meres aera en ere ae 96,996 73,660 
Total Current: aSSets: ccc seccuted ot horse can eto eee Ae ee eee 3,781,707 2,838,591 
iInvestmentsvahalong-tenminecelvallleSinmeermrr ae eee eet ee een rte rane 327,395 231,541 
Properties plants: ama e curipinie rite —— aie Ceaser ctrene eae mete pe ae 5,173,403 4,217,472 
Deferred: Charges: .a...0deccusbae heey acks eesti oo ERLE eae eee ___93,986 ___ 105,647 
$9,376,491 $7,393,251 
Liabilities and stockholders’ equity: 
Accounts: andinotesspayablte. v, svae scree sree ae eee eae ee eevee $1,253,590 $ 889,712 
Eong-term debt andiobligations due withinioneny edie rnc teeter etter 73,352 79,593 
AGCTUCE TAXES ns. ye Sols: uate ech tuade otras uy Aare ON Rea Tice en eo Ren ae 1,733,222 917,590 
Deferred: inCOMe taX6S)= jaa dsc ngenron a Sie ape ee Oe nC eee eee eae eee caret: 28,126 6,591 
Other AC cruals: sox chi +4 ascss.c:esuete es Ae oee ex aver Oe eee ade ators Oke GRO ORT erste epee 893058) ____ 69,890 
Total current: liabilities: 2 c3.:f tsk ste onechunters cc Seer cols PARA oleae sie ie evan ee 3,177,348 1,963,376 
LONQ=tEKM Ge Dt sere cee tae ete levees arse cle coeee RRO eee aCe ISIE ot ce Se Rhee oa tr een a 653,790 659,521 
Other long-termiliabilities<s 2-04 we Saco a teleee ee Ree re aero aeteeeee iriee enrce 199,620 112,808 
Obligationssundermcapital leaseSwer ceri ere ee eee eee ere eater sree rer 86,375 108,968 
Acchuedscontingent: IrabilitieSiia an aaaneeeri se oratoe er ree are ei tere iter tren otsier een esa 157, 163 161,641 
Deferred: INCOME: taxes ees ccs cbt cok haere erent cea eRe TA CSc rr 498, 862 416,745 
Other deferred credits. An csswcc sewcelers ree Oe Gola eee eae Seager ores 87,842 93,981 
Minority interest'in consolidated subsidiarieSta.aauue nase ee cee rie emer enntrr sat: 11,344 10,403 
Stockholders’ equity’ cetaese ces scree nae oe caecum eee eee erie fate 4,504,147 3,865,808 
$9,376,491 $7,393,251 


“In the second quarter the Norwegian government passed tax legislation which increased income tax rates retroactive to January 1, 1980. As a result, first quarter 


earnings as originally reported were reduced $54,185,000 (35 cents a share). 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Thousands of Dollars 


Three Months Ended June 30 


Six Months Ended June 30 


1980 1979 _ 1980* | 1979 
Funds provided from operations amounted to .................... $464 227 $402,585 $ 909,098 $742,629 
While funds were expended for: 
Pyoperties: Hlants ancdsequipment. oss... co.cs seve veaia ss oes 393,693 307,953 731,253 560,755 
LINERS TS <8 Sai ce Sas dO rt Re 94,253 1,476 76,276 3,078 
Reduction of long-term borrowings ..................ec eee eee 34,098 13,649 41,902 29,558 
Dividends to company stockholders ....................0.0000. 68,512 54,050 137,930 100,378 
Pilrenasen(Sale) Of COMPANY STOCK icc. ccc vc cece doves ce ween en's 28,863 (15) 114,413 (15) 
OGRE nee Sok tcit ne een naa Pr rete Misi pole oes _ 10,312 370 25,336 4,398 
589,731 377,483 1,127,110 698,152 
Which left a balance (deficiency) of ..............0..0eec cee e eee (125,504) 25,102 (218,012) 44,477 
Additional funds were provided from: 
Doeg termiDOrrOwiNGS <0). ceded <cisneatetav ears tone eons 14,001 431 35,941 612 
Ermer sales and Tetirements) see kins cocoa twee ences 15,518 8,250 35,922 14,613 
Ale WO IESTMENIS os. sc.c.rl eee oad eee etdnes «ees oo 25,934 2,372 41,174 6,189 
QUNEE ote aig es che onse en RRA OTR SRORS'S cot AUS E re ear e (22,388) 3,502 1,312 18,447 
33,065 14,555 114,399 39,861 
Which resulted in increased (decreased) working capital of ........ $ (92,439) $ 39,657 $ (103,663) $ 84,338 
SELECTED FINANCIAL DATA 
Summary of net income: 
Petroleum exploration and production 
Winited iS tate Simyeetee cae ne ree Mere remem er Se alec win eee $146,736 $ 57,068 $300,632 $135,470 
OtitsidesUnited States). -t-ysee peer tee ieee esc rca hei 57,599 46,658 144,106 83,201 
204,295 103,726 444,738 218,671 
Petroleum refining, marketing and transportation 
United?Statesiee compen tt eee mascot oes wes murs (44,784) 39,827 (50,251) 74,759 
Outside-Unitedi states teen sean asec ti aes.s nen iors 13,504 11,587 32,052 20,948 
(31,280) 51,414 (18,199) 95,707 
Worldwide) petroleum: <2. .6 s.cns ca ee ei acess SR 173,015 155, 140 426,539 314,378 
Wontdwide cheniCalsav:, ost eee ee teet ee bice 1k en Sh a ae 29,365 51,810 79,889 79,933 
(Otol gl e eem  UnA ERIRG TS ED no Oa) UR 12,469 7,652 (7,165) (2,708) 
$214,849 $214,602 $499,263 $391,603 
+Other includes equity in earnings of nonsubsidiary companies, coal, uranium, geothermal and other corporate. 
RetlinnonvavieragetotaltaSSets mersewn rte ewer oes adr ee re 11.1% 11.2% 
Capital expenditures — properties, plants and equipment: 
PetrolelimioperationSi——71U: osm rerere yee see ais eet er $195,582 $156,667 $375,832 $286,536 
Petroleum operations — Outside US. .....................+5- 109,570 92,206 195,358 167,677 
Wotidwideiche micalSapewrsceemeeeerett: cect<.-c an asnctta es arts: 34,690 29,140 73,640 58,572 
(ONY) Pore eee cry AS 5:3.6, ochil'o OC aR Re REI aT eo eC 28,188 22,098 52,216 37,934 
OL Toye] @: Vena peer treat toe cho 0.0'0%ci cic oop ERR RRR reen Serpisce. roan 25,663 7,842 34,207 10,036 
Explonation/COStS, cr near a We teen ery oncccfarele « amie aciamest: 89,929 105,023 186,086 174,905 
Foreign currency translation (gains) losses ...................05. (4,191) (7,965) 4,194 830 
OPERATING HIGHLIGHTS (liquids in thousands of barrels per day) 
United States: 
Crucevonleproducedpe rte tan. emo teen cesaror eee crs: 120 122 121 122 
Natitaligasdliguidssproducedienaay-eemeecere neem 150 146 148 139 
Natural gas produced (net millions of cubic feet daily) .......... 949 1,109 984 1,134 
Cruderoilinetinedimarm ett. cn an hen ees ore ee sores eer: 266 284 258 297 
FOGO QUOC Sol oaovenncnonodoscagduumondecoononaeod 423 432 433 476 
Europe-Africa: 
Crude oil produced ............. Seefecina ached ti So Gee bee 173 160 181 159 
Naturaligas!iquidSproduceGie nes sare nerrr serra r errr 14 4 14 2 
Natural gas produced (net millions of cubic feet daily) .......... 559 454 600 485 
PetroletimiPrOGUCtS:SOlG: errs peet rece ter taeteytncvoinys aterauevevelonss- 42 42 55 39 
Other areas: 
Crudesoiproduced see aeons > acer erento roo cee teen «3's 4 7 4 7 
Natural gas produced (net millions of cubic feet daily) .......... 1 _ 1 1 
Petrofeumiproducts Sold. <a eetiaonrte ac ie oir sees — — 1 _ 


Where The Money Goes 

Here’s a graphic illustration of how Phillips 
used the revenues it received during the first 
six months of 1980. 

Out of every dollar of revenue, 87 cents 
was paid to others. Of that amount 58 cents 
went to suppliers for crude oil and other 
materials and services, 21 cents went to 
various foreign and U.S. government tax 
collectors, and another 8 cents was paid to 
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the company’s 30,000 employees for wages 
and benefits. 

The remaining 13 cents represents a profit 
of 8 cents and 5 cents for capital recovery 
(depreciation, etc.). Of the 13 cents, 11 cents 
was reinvested in the business, principally in 
finding and developing tomorrow’s energy, 
and 2 cents was paid to the company’s 
121,000 stockholders. 


Revenue of one dollar 
Paid to suppliers 


Paid to tax collectors 


Paid to employees 
Total paid to others 
Amount available to Phillips 


Paid to stockholders 
Reinvested in the business 
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NEWSREPORT 


To The Owners of Phillips Petroleum Company: 


Phillips estimated earnings for the first nine months of 1980 were $782.6 
million, or $5.12 a share, on total revenues of $9.84 billion. Earnings were 
34 percent higher than in the same period of 1979, when Phillips reported 
profits of $584.6 million, or $3.79 a share, on revenues of $6.7 billion. 

By comparison, Phillips income tax for the first nine months rose 95 
percent to $1.73 billion, compared with total income tax of $888 million 
for the same period a year ago. 

Earnings for the first nine months of 1980 represented a return on 
average total assets of 11.4 percent. Return on average stockholders’ 
equity was 23.7 percent. 

The company’s third quarter earnings were $283.4 million, or $1.86 a 
share, on revenues of $3.22 billion. In the same period last year, the com- 
pany earned $193.0 million, or $1.25 a share, on revenues of $2.5 billion. 

Third quarter 1980 earnings were 47 percent higher than third quarter 
1979 earnings. Approximately two-thirds of the earnings improvement 
resulted from lower non-productive lease charge-offs, lower foreign 
currency translation losses and adjustments in the provision for foreign 
income taxes. 

Phillips earnings in the first nine months and the third quarter benefited 
from the continued worldwide escalation in the prices of petroleum liquids 
and natural gas. The increased prices more than offset lower results in the 
company’s refining, marketing and chemical activities. 

Refining, marketing and chemical earnings have been reduced because 
higher raw material costs could not be recovered in the marketplace. Lower 
demand for gasoline and other petroleum products has resulted in vigorous 
price competition and the recession reduced sales of most chemical 
products. 

Capital expenditures during the first nine months of the year rose to 
$1.12 billion. Nearly three-quarters of the company’s capital expenditures 
were made in the United States. 

Worldwide crude oil production was 2 percent higher during the first 
nine months of 1980 than for the same period a year ago. Natural gas 
liquids production was 11 percent higher and natural gas production was 
down 6 percent. 

In the United States, crude oil production was about the same as a year 
ago, natural gas liquids production increased 6 percent, while natural 


gas production decreased 15 percent. 
President and 
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Chief Executive Officer 


Bartlesville, Oklahoma 
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PHILLIPS INTENSIFIES 
U.S. ENERGY SEARCH 


PHILLIPS REVISES 
EKOFISK ESTIMATES 


PHILLIPS-GREAT BASINS 
END MERGER TALKS 


Phillips is intensifying its search 
for oil and gas in the United States. 
In amajor expansion of its onshore 
acreage, the company has acquir- 
ed a one-third interest in leases on 
about eight million acres of land in 
Idaho, Utah, Arizona and New 
Mexico. Geologists believe this 
land may contain extensions of the 
same oil and gas bearing forma- 
tions found in the nearby Over- 
thrust Belt, where significant 
discoveries have been made in the 
past five years. 

Phillips acquired the new acreage 
in an agreement with Anschutz 
Corporation and Peopies Energy 
Corporation. Anschutz and Tex- 
oma Production Company, a 
wholly owned subsidiary of Peoples, 
are joint owners of the acreage. 

Phillips investment, including 
cash and commitments to perform 
exploratory work in the area, is 
around $60 million. The company 
has replaced Anschutz as operator 
on the acreage and is in charge of 
an exploratory well being drilled in 
Pinal County, Ariz., about 50 miles 
southeast of Phoenix. 


Phillips expects to produce less 
oil and gas than earlier estimated 
from its Greater Ekofisk Area field 
in the Norwegian North Sea. 

In areport to the Norwegian gov- 
ernment this month, reserves for 
the Phillips group in the seven- 
field Ekofisk area, including oil and 
gas already produced, were esti- 
mated to be 2.9 billion barrels of oil 
and oil equivalent. In March, Eko- 
fisk reserves for the group had been 
estimated to be 3.2 billion barrels 
of oil and oil equivalent. The latest 
estimate will result in a reduction 
of 3.6 percent in Phillips Petroleum 


Phillips and Great Basins Petro- 
leum Company have jointly agreed 
to terminate discussions aimed at 
an eventual acquisition of Great 
Basins by Phillips. 

Phillips said the transaction 
could not be completed because 
the Canadian government, citing 
provisions of the Canadian Foreign 
Investment Act, refused to approve 
the acquisition. 


Phillips has been active in the 
Overthrust Belt for the past 12 
years and currently holds more 
than two million net acres in and 
around this extended geologic for- 
mation, where layers of rock have 
been pushed over one another like 
shingles on a house. 

Acquisition of the additional 
acreage was part of an overall 
expansion of Phillips domestic 
exploration and development 
program. 

Earlier in the year, the board of 
directors approved a $600 million 
boost in the company’s capital 
authorization budget, with most of 
the additional money earmarked 
for spending in the United States. 

The increase raised the 1980 
budget by 32 percent to $2.5 billion. 

The budget increase will allow 
Phillips to expand its search for 
energy in the U.S., improve its nat- 
ural gas gathering and processing 
facilities, increase expenditures on 
coal mining operations and make 
additional refinery modifications 
for the handling of heavier, higher- 
sulfur crude oils. 


Company’s worldwide reserves. 

The revised estimate does not 
take into account amounts which 
may be produced by enhanced 
recovery techniques. 

Petroleum liquids production for 
the Phillips group from Greater 
Ekofisk averaged 440,000 barrels a 
day during the first nine months of 
1980, with average gas sales of 1.3 
billion cubic feet a day. Based on 
production experience during this 
period, 1980 is expected to be the 
peak production year for the Phil- 
lips group from the Greater Eko- 
fisk area program. 


The two companies had an- 
nounced in March an agreement in 
principle concerning the proposed 
acquisition. The approximate pur- 
chase price was announced as $18 
per share of Great Basins stock. 

Great Basins, a Los Angeles firm, 
is engaged primarily in oil and gas 
Operations in the United States 
and Canada and has extensive 
natural gas reserves in Canada. 


FLORIDA RESORT COMPLEX 
TO BE REDESIGNED 


FINAL GEOTHERMAL 
AGREEMENT REACHED 


COMPANY INVENTIONS 
AMONG 1980’s BEST 


PHILLIPS REPORT 
SELECTED FOR AWARD 


A major redesign and renovation 
program is planned for Pier 66, 
Phillips hotel and marina complex 
in Fort Lauderdale, Fla. 

Executive Vice President R. G. 
Wallace said the 22-acre resort 
would be completely renovated 
during the next 18 months. 

“We'll be renovating all the guest 
rooms and lobby areas and building 


Final agreement has been reached 
between Phillips and Utah Power & 
Light Co. for the use of geothermal 
energy to generate electricity. 

The agreement calls for UP&L to 
use geothermal energy produced 
by Phillips from the Roosevelt Hot 
Springs in southwestern Utah fora 
20-megawatt power plant. The plant 
would generate enough electricity 
to serve the needs of a city of 20,000 
people and could be completed as 
early as 1983 if necessary approvals 


Two Phillips inventions have 
been picked among the top 100 of 
1980 by a technical journal. 

Industrial Research and Develop- 
ment magazine said a Phillips 
industrial burner and a device for 
analyzing liquids were among the 
most significant technical products 
developed during the year. All 100 
inventions are displayed each year 
in Chicago’s Museum of Science 
and Industry. Two Phillips inven- 
tions were also selected in 1979. 

The industrial burner was picked 


Phillips 1979 annual report has 
been selected as one of the 11 best 
in the nation by an independent 
board of judges in the 40th Annual 
Report competition sponsored by 
Financial World magazine. 

The annual report, which is sent 
each spring to stockholders and 
other interested persons, was 
chosen as the winner in the 


anew restaurant, a health club and 
other new facilities to make sure 
Pier 66 remains a top-quality 
attraction,” Wallace said. 

Wallace said the program would 
be under the supervision of Clive 
C. L. Chu, a former Washington, 
D.C., hotel executive who was 
named president and chief execu- 
tive officer of Pier 66 in September. 


can be obtained. UP&L plans to 
build additional 50-megawatt geo- 
thermal units after the first plant is 
in service and reserves are proven 
to be sufficient. 

The plant will provide the first 
geothermal electricity ever pro- 
duced commercially in Utah. There 
are only two other places in the 
United States where geothermal 
energy is being used for com- 
mercial electrical generation, both 
in California. 


because it produces less pollution 
than ordinary burners. It precisely 
maintains optimum conditions for 
combustion of high-nitrogen fuels, 
resulting in lower levels of nitrogen 
oxides. 

The liquid analyzer was develop- 
ed by Applied Automation, Inc., a 
Phillips subsidiary. It measures 
minute variations in electrical 
conductivity in order to determine 
the composition of various chemi- 
cals used in making plastic, syn- 
thetic fibers and other products. 


natural resources category. 

Phillips became eligible for com- 
petition in this category by winning 
first place among petroleum com- 
panies with annual sales above 
$600 million. The reports were 
judged on their content and graphic 
presentation, as well as by the 
completeness and clarity of their 
financial data. 


| 
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INDUSTRY TRENDS 


Increasing productivity is the 
goal of many American business 
firms. The United States is still the 
world’s most productive major 
nation, but many other countries 
are increasing their productivity at 
a much faster rate. 

If current trends continue, Japan, 
West Germany, Canada and France 
will top the U.S. in productivity 
by 1990. 

Phillips has been concentrating 
on improving productivity since 
1977. The company’s productivity 
administrator, Bill McDonald, be- 
gan by establishing measurement 
systems in each group and division 
sO managers can see their produc- 
tivity trends. 

Says McDonald, “Phillips is a 
large and complex company, and 
most jobs require their own special 
productivity measurement systems. 
However, most of our plants now 
have measures which compare their 
output with the basic inputs of 
materials, capital, energy and labor.” 

Phillips is moving carefully both 
to set up measuring methods and 


to create improvement. “This is no 
crash program,” says McDonald. 
“The system is being set up slowly 
and carefully, because productivity 
improvement should be with us 
from here on out.” 

Phillips is a leader in the automa- 
tion of refining processes. Devices 
developed by Phillips and others to 
monitor and anlyze on-stream petro- 
chemical production are a key 
reason why the industry’s produc- 
tivity rate increased at three times 
the pace of U.S. industry in general 
between 1967 and 1977. 

But McDonald emphasizes that 
improving productivity involves 
more than new technology. 

Improving product quality, in- 
creasing output and improving 
safety conditions are important 
elements in the effort to boost 
productivity, and the performance 
of individuals is critical in each 
area, McDonald says. 

“Individual employees can play 
a direct role in the whole pro- 
ductivity effort,” says McDonald. 
“They can make a big difference.” 


Wm. C. Douce, president and chief 
executive officer, reported on Phillips 
current status before the Boston 
Society of Financial Analysts on 
October 29. This special section of 
NEWSREPORT includes his remarks. 


FRONT COVER: In this Louisiana 
marsh land, Phillips is drilling to find 
natural gas. The well is in the 
Tuscaloosa Trend, one of the 
nation’s most promising exploration 
areas. 


This chart and those on page 8 
compare Phillips performance with 
the average performance of 18 major 
oil companies, including Phillips. In 
the year 1978, the charts exclude 
Phillips gain from the sale of its stock 
interest in Pacific Petroleums Ltd. 


REMARKS BY 
WM. C. DOUCE 


This has been an eventful year 
for the petroleum industry. Nineteen- 
eighty began with Congress debating 
a so-called “windfall profits” tax; 
with oil companies worrying whether 
there would be enough gasoline to 
meet peak summer demand and 
enough crude oil to keep refineries 
running at good operating levels. 

The windfall profits tax became 
a reality. But with that exception 
most other forecasts went awry. 

A month ago, the industry was 
experiencing a “mini-glut.” Now 
we’re concerned about lost pro- 
duction from Iran and Iraq. 

The year 1980 appears to be set- 
ting a pattern for what we can 
expect the worldwide oil outlook to 
be for the rest of the decade. That 
is, periods of temporary surpluses 
and softening prices alternating 
with sporadic, unpredictable peri- 
ods of tightening supplies and ris- 
ing prices. 

The tremendous uncertainty 
posed by this touch-and-go supply/ 
price situation isn’t the only chal- 
lenge for the U.S. oil companies in 
the decade ahead. 

Overseas, the U.S. petroleum 
industry will remain very much in 
demand for its technology and 
expertise in finding and developing 
oil and natural gas. But atthesame 
time the industry will find itself with 
less and less control over the pro- 
duction of reserves, under contin- 
ual threat of increased taxation 
and often playing second fiddle to 
the national oil companies of host 
governments. 

Here at home, a similar paradox 
exists. The U.S. oil industry is seen 
as the key to our country’s energy 
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security. Yet the drive for increased 
energy supplies is countered by 
limited access to exploratory 
areas, by inflexible environmental 
regulations, by the continuing 
threat of increased taxation and by 
deep-seated public suspicion 
about the motives and actions of oil 
companies. 

This, then, is the environment in 
which U.S. oil companies are oper- 
ating today: an environment of 
uncertain supplies and prices and 
an environment where the ability 
to find and develop energy is often 
thwarted by regulatory or political 
considerations. And pervading it 
all is the high-risk nature of the 
business itself. Despite the most 
sophisticated technology, the oil 
business is still subject to the vag- 
aries of nature. Despite our 
advanced expertise, our chances of 
a rank wildcat finding any hydro- 
carbons are about one in six. 

Against that backdrop, let’s turn 
to what Phillips is doing to strengthen 
its position in the energy and petro- 
chemical arenas and improve its 
flexibility to adapt to changing 
supply, market and political 
conditions. 

First, we’re continuing our vigor- 
ous effort to find and develop oil 
and natural gas. Petroleum is our 
middle name, and petroleum will 
remain the backbone of our busi- 
ness. We believe there are still vast 
reserves of oil and natural gas to be 
found and recovered, and we 
intend to be a part of this action. 

In the years ahead, our commit- 
ment to petroleum development 
will include greater emphasis on 
the United States. 

This year Phillips will drill or par- 
ticipate in about 800 wells in the 
United States. This is an increase 
of more than 30 percent from a 
year ago. On a net well basis, we'll 
be drilling about 140 wells. Many of 
these wells will be drilled on newly 
acquired acreage. 

In the past 12 months alone, 
we've spent more than $200 million 
for leases in the Beaufort Sea, the 
Santa Barbara Channel, the Gulf of 
Mexico and the Georges Bank area 
off your own coastline. We feel 
these are some of the most promis- 


ing offshore prospects in the 
country. 

In the lower 48, we're active in 
the Tuscaloosa Trend and the 
Overthrust Belt. We recently 
agreed to invest some $60 million 
to acquire a third interest in eight 
million acres of leases in Idaho, 
Utah, Arizona and New Mexico. 
This action increases our total U.S. 
acreage by more than a third. 

Elsewhere on the North Ameri- 
can continent, we're drilling for 
natural gas in the Canadian Over- 
thrust and in the Arctic Islands. 
We're also optimistic about our 
heavy oil sands in the Alberta area 
of Canada. We have a pilot extrac- 
tion project under way there and 
plan to expand it next year. 


While our effort will be increased 
in the United States, we plan to 
continue a major effort in the 
search for oil and gas overseas. We 
will remain active participants in 
petroleum exploration in Europe, 
Africa, the Far East and Australia. 

In regard to international explor- 
ation and development, we fre- 
quently are asked what we plan to 
do. as an encore to Ekofisk. 

There are a number of prospects 
we are pursuing. One, we plan to 
be producing in 1984 from our 
Maureen discovery in the United 
Kingdom sector of the North Sea, 
with gross output growing to about 
75,000 barrels of oil a day. Just 
northwest of Maureen is the T- 
Block region, where we've had 
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three discoveries to date. We're in 
the process of evaluating these 
discoveries. If the program pro- 
ceeds as anticipated, the T-Block 
fields could be brought into pro- 
duction after Maureen. 

We're also optimistic about our 
discovery drilled in the deep-water 
area off the Ivory Coast. We've 
drilled two wells in the area, and 
by year-end a third well will be 
under way. Although we need to 
gain additional knowledge about 
the extent of this discovery, we are 
moving ahead on engineering 
studies to prepare us for possible 
commercial production. 

Also in Africa, we’re participating 
in the planning of a proposed lique- 
fied natural gas plant to be built on 
the Nigerian coast. Phillips was 
chosen technical leader for this 
project. If constructed, this would 
be the largest grassroots LNG 
plant of its type, and the United 
States and Europe would be the 
principal markets for the LNG. 

Looking at our exploration and 
production activities overall, we 
expect to devote about 50 percent 
of our capital spending over the 
next six years to finding and pro- 
ducing oil and gas in the United 
States and abroad. At the same 
time, a growing portion of our 
spending will be directed toward 
becoming a vigorous competitor in 
non-petroleum fuels. This is a 
long-term, slow payout invest- 
ment. Alternate energy won't bring 
us any earnings for a while. But 
we’re going to put the money in 
and sweat it out. 

We intend to become one of the 
major coal producers in the United 
States. We have eight billion tons 
of lignite coal reserves in seven 
Gulf Coast states. We see direct 
burning in utility boilers to be the 
first — and primary — market for 
lignite, and we’re going after that 
market. We expect to start coal de- 
liveries in late 1984 from our first 
mine, located near Shreveport, 
La., and we recently 
signed a contract to supply a utility 
from a second mine, starting in 
1985. 

Despite recent setbacks for the 
U.S. nuclear energy industry, we 


feel there’s a future in uranium. 
We’re moving ahead with shaft 
sinking in our Nose Rock projectin 
McKinley County, New Mexico. 
Our strategy is to proceed with 
caution, prepared to adjust our 
mining plans according to the 
price and demand for uranium 
oxide. 

In Utah, we hold extensive oil 
shale reserves, which we're in the 
process of evaluating. Our plans 
are to be producing from the first 
phase of a development project by 
1985 at the rate of 9,000 gross bar- 
rels of oil a day. The government’s 
Energy Security Actis going tobea 
key force behind the development 
of synthetic fuels. Right now, we’re 
conducting cost studies on our oil 
shale holdings to see if participa- 
tion is possible and desirable in 
view of the incentives proposed 
under the act. On the other hand, 
we may decide to assume all the 
costs with our co-venturers, Sun 
and Sohio. 

Our alternate energy program 
also includes geothermal energy. 
We've had several geothermal dis- 
coveries and recently signed a 
contract with a utility company in 
Utah for the sale of steam from our 
Roosevelt Springs field. The initial 
plant will be for 20 megawatts — 
enough energy to meet the electri- 
cal needs of a town of 20,000 
people. First deliveries are ex- 
pected in 1983. 

That is a brief overview of our 
energy resource programs. Turn- 
ing now to our downstream opera- 
tions, we’re working toimprove the 
profitability of petroleum refining 
and marketing. 

Refining-marketing is a low- 
return business for us today, but 
we're taking steps to improve this 
situation. Specifically, we’re mov- 
ing to gear up our refineries to pro- 


Phillips will modernize its Borger, 
Texas, refinery at a cost of more than 
$300 million to give it the capability 
of converting heavy, lower quality 
crude oils into high-value petroleum 
products. Completion of the 
installation is scheduled for 1983. 
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One of Phillips most popular plastic 
products is Driscopipe, produced at 
this plant in South Carolina and in 
five other spots in the U.S. and 
Canada. The polyethylene pipe can 
manufactured with less energy than it 
takes to produce conventional pipe 
material. 


cess more of the lower grade, less 
expensive crude oils. 

The expansion and moderni- 
zation of our Sweeny, Texas, refin- 
ery will be completed by next 
spring. At that time, we’ll be able to 
process up to 150,000 barrels a day 
of the high-sulfur, heavier crude 
oils out of a total capacity of 
190,000 barrels a day. In addition, 
we have just received permits to 
begin a major modernization at our 
refinery in Borger, Texas. By 1983 
the refinery will also be able to pro- 
cess about 90,000 barrels a day of 
the heavier crudes, out of a total 
capacity of 100,000 barrels a day. 
These improvements to our refin- 
eries mean that by 1983 about two- 
thirds of our crude oil refining 
capacity in the United States will 
be able to handle heavier, higher- 
sulfur crudes. 

As for marketing the output of 
these refineries, many of you are 
aware that Phillips has historically 
had to purchase refined products 
to meet our jobbers’ needs. With 
the expansion of our Sweeny refin- 
ery, we'll be in a better position to 
provide our customers their 
requirements from our own refin- 
eries. Nationwide, gasoline 
demand is expected to follow a 
declining or nearly flat trend. 
There are regional markets in the 
Midwest and Sunbelt that are 
expected to grow. We've operated 
in these markets for years and we 
plan to continue being a vigorous 
competitor. Furthermore, demand 
will continue rising for unleaded 
gasoline, along with other high- 
value products from our refineries 
such as diesel fuel and petrochem- 
ical feedstocks. 

We also intend to expand our 
strength in petrochemicals both 
domestically and overseas. We 
were one of the first oil companies 
to diversify into this area, and 
we've been able to make money at 
it. 

We're basically strong in four 
areas: the olefins, which are the 
building blocks for the chemical 
industry, cyclics for synthetic fiber 
manufacturing, specialty chemi- 
cals for selected markets and 
plastics. 


For the future, we are going to 
broaden and expand our chemi- 
cals business. We plan to grow in 
those areas in which we have the 
greatest technological expertise 
and the most favorable market 
position. 

One of the traditional strengths 
of Phillips chemicals business is 
our ability to supply it with ade- 
quate raw materials produced within 
the company. Our internal opera- 
tions provide more than two-thirds 
of the feedstock needs of our 
domestic chemical facilities, large- 
ly in the form of natural gas liquids. 
We are the largest producer of 
NGL in the United States. We in- 
tend to maintain and build upon 
this strength. On down the road, 
we’re looking at ways to use our 
lignite reserves as a future chemi- 
cal feedstock. In a!l of our chemical 
operations — from carbon black to 
plastics — we're developing plans 
to increase our efficiency and 
profitability. 

As we Survey the projects in our 
capital plans over the next few 
years, we anticipate that we will be 
making full use of our strong finan- 
cial position. We have a multitude 
of projects that will require huge 
investment, including: expansion 
in our chemicals business, devel- 
opment of the Maureen, T-Block 
and possibly lvory Coast fields, ex- 
ploration and development in the 
Overthrust Belt and offshore Uni- 
ted States and commercializing 
our lignite, oil shale and geother- 
mal holdings. 

Phillips has excellent cash gen- 
eration from operations which, 
when combined with our signifi- 
cant untapped borrowing poten- 
tial, places us in a good position to 
meet our operating goals. 

We're often asked if Phillips has 
any interest in making acquisi- 
tions. 

Our answer is this: Our primary 
interest isin making investments in 
petroleum and chemicals. We will 
consider an acquisition if we think 
it’s attractive for the company and 
the shareholders. A prime con- 
sideration in any acquisition 
Opportunity would be the extent to 
which synergism would exist be- 


tween the two companies. 

In meeting our operating goals, 
we're also going to further strength- 
en our safety programs. Profits 
notwithstanding, we strongly feel 
that safety comes first. The pri- 
mary objective of ourmanagement 
is to maximize earnings on their 
shareholders’ capital. But not at 
the expense of jeopardizing the 
personal welfare of Phillips people 
or risking damage to the com- 
pany’s equipment and facilities. 

Over the past 10 years, Phillips 
has grown a great deal. In the proc- 
ess, we've seen an increasing need 
to re-evaluate our safety pro- 
cedures and the management of 
our safety effort. We’re doing both. 

Another area we are continually 
evaluating is our personnel needs. 
Today our company — as well as 
the entire petroleum industry — 
finds itself limited by the most im- 
portant resource of all: People. 

In making decisions on any 
major project, one of the first ques- 
tions we find ourselves asking is: 
Do we have the people to do the 
job? We simply have more oppor- 
tunities — more challenges — than 
we have people, qualified people, 
with a broad range of skills. 

Right now, we have the most 
intensive in-house training pro- 
gram in ourcompany’s history and 


one of the strongest recruiting 
efforts ever. 

Recently we also madea move in 
Our senior management which we 
believe will better prepare key peo- 
ple to assume greater responsi- 
bilities down the road and assure 
continuity of top management in 
the years ahead. 

These changes do not reflect a 
change in corporate direction or 
emphasis. Instead, they will help 
ensure strong future leadership for 
the company and better prepare us 
for changing conditions in the 
worldwide energy scene. 

Finally, we’re working to im- 
prove our communications effort. 
Major corporations like Phillips 
have to develop the capability to 
relate to the external world, to 
understand what it is the public is 
looking for from the corporations 
in our society and to interpret the 
corporation in light of public ob- 
jectives. Our corporate relations 
activities have been consolidated 
under a single senior executive 
to strengthen our ability to relate to 
the general public, to state and 
federal governments, the media 
and our employees and share- 
holders. Human relations and 
communications have always been 
important but they’re going to be 
essential for the future. 
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EMOTIONS ON ENERGY 
HINDER UNDERSTANDING 


, OIL INDUSTRY MUST TAKE 
POSITIVE ATTITUDE 


U.S. MUST FORGE NEW 
ENERGY ALLIANCE 


Public understanding about 
energy issues is being hindered by 
emotional arguments based on un- 
founded fears and false hopes, 
said Wm. C. Douce, Phillips presi- 
dent and chief executive officer. 

Douce told the Oklahoma Society 
of Professional Engineers that a 
cool, logical discussion about 
energy is ararity in today’s climate. 
“In today’s highly politicized 
environment, emotionalism too 
often overruns Common sense,” 
Douce said. 


The oil industry’s exclusive con- 
cern used to be finding, producing 
and selling petroleum, but that has 
changed, said Phillips Chairman 
W. F. Martin. 

“Oil company people have had 
to go beyond the ‘nuts and bolts’ of 
the business. We have had to recog- 
nize that public opinion plays as 
much arolein our success or failure 
as where we drill or how much we 
have to invest,” Martin told the 
Oklahoma Petroleum Council. 

“At times it seems a lot easier to 
get oil out of a hostile exploration 
area than it is to get a favorable 
opinion out of a hostile public,” 


The United States must forge a 
new alliance — an alliance of the 
Americas — to ensure adequate 
supplies of affordable energy, said 
Charles M. Kittrell, Phillips execu- 
tive vice president. 

“The Western Hemisphere, North 
America and Latin America, to- 
gether have all the ingredients on 
hand for a nearly self-sufficient 
energy partnership that would 
serve the best interests of us all,” 
Kittrell told the U.S. Food and 
Energy Council. 

Kittrell said, “Canada, Mexico 


Douce told the engineers that 
they can help the public understand 
that disaster doesn’t lurk in every 
nuclear plant or oil shale develop- 
ment. He also emphasized that 
there are no overnight solutions, 
no pie in the sky, no quick fixes. 

Instead, Douce said, “Solving 
the energy problem is not a matter 
of resources, but a matter of 
national determination. The energy 
challenge can be met with work by 
industry, cooperation by govern- 
ment and support by the public.” 


he said. 

However, Martin added, “people 
are still willing to listen. They need 
hope, encouragement and a posi- 
tive attitude. People need to hear 
that there is an attainable, practical 
alternative to continued overde- 
pendence on foreign oil. 

“We need to concentrate not on 
what we could have done in the 
past without the restraints we 
experienced, but on what we are 
doing now and can do in the future 
if the nation will make its markets 
free and its environmental rules 
reasonable,” Martin told the oil 
industry group. 


and Venezuela have the energy 
resources, but they need the tech- 
nical expertise of American ex- 
ploration and production know- 
how. All that’s needed to bring 
these two resources together is 
resolution of political consider- 
ations. 

“You'd have not only a reduced 
vulnerability to the supply uncer- 
tainties of the Middle East, but just 
as importantly a solid, tight-fisted 
program to temper OPEC's present 
power to enforce unpredictable, 
radical price increases,” he added. 


13 


14 


CONSOLIDATED STATEMENTS OF INCOME 


Thousands of Dollars 


Three Months Ended September 30 
1980 1979 


Nine Months Ended September 30 
1980 1979 


Revenues: 
Sales and other operating revenues ....................0.0005- $3,154,885 $2,448, 863 $9,599,259 $6,555,217 
Equity in earnings of nonsubsidiary companies ................. 10,996 (4,155) 24,608 12,392 
Othenrevenuess. snc. cree a ea san Oona eee eee 58,239 51,307 214,594 132,352 
3,224,120 2,496,015 9,838,461 6,699,961 
Costs and expenses: 
CostsranditoperatinguexpenSeSmnacisaceeaaeae see ieee 2,133,128 1,606,238 6,218,634 4,306,391 
Selling, general and administrative expenses ................... 105,729 87,950 298,690 257,758 
Depreciation, depletion, amortization and retirements ........... 144,187 173,890 510,496 483,717 
axesvothetsthanincomestaxeSsaeser eee eterna 81,487 39,134 217,535 107,765 
Interest and expense:oniindebtedneSSe mame ec sence ern 25,405 23,971 78,940 71,248 
TOMAOMTOL MCOMETENES: coscnccoconesocoonepsnnourimocosooe 450,806 371,805 1,731,525 888,452 
2,940,742 2,302,988 9,055,820 6,115,331 
Net inCoMmeisiits ce Sat ee ore ton ee omnes Sea eae eee $ 283,378 $193,027 $ 782,641 $ 584,630 
Netincomesper.commonishaleleaneasteeee ete eee eee eee $ 1.86 $ 1.25 $ 5ulZ $ 3.79 
Average shares outstanding (in thousands)....................... 152,179 154,428 152,835 154,427 
CONDENSED CONSOLIDATED BALANCE SHEETS AT SEPTEMBER 30 
Thousands of Dollars 
1980 1979 
Assets: aaa 
Cashand*manketable:Secunitiesia m..c.cc. 2 ceeerra ate ee ey Tre eines oe renee eae ie $ 1,637,957 $1,288 908 
Accounts:andinotes;receivable gas: 2..s4accra ao eee ee eas «ee eee 1,610,544 1,258,230 
TORY Ce1 (1 (0) (eke se ear erinan er eee rn ee Aree ie AP na Ae 5.5 aba OE ED Oaua aed ae 806,274 551,470 
Prepaidvexpenses and OthelecunientkaSS€tS mee eeritier chee tere niin ere eee 96,696 55,873 
Totalicurment- assets: i) s.c3.; wok hrgs in Seen eee ee eee eek 4,151,471 3,154,481 
Investmentsiand long-tenmineceivalble sass te rye erate yee nen es 334,589 226,921 
Properties: plants;andiequipment nets spmees eee eee eres tens eee 5,428,452 4,513,909 
Deferred! Car Gesic ses. Secesend ewer ery cece PO eo ere RE ete Ae oe 109,571 108,233 
$10,024,083 $8,003,544 
Liabilities and stockholders’ equity: 
Accountsvandinotes payableernern ssc ceerey eee ee een ae a ee eee $ 1,235,575 $1,033,032 
Long-term debt and obligations due within one year .............. 0. cece eee v ec e cues 71,505 79,481 
ACGhUCd tax GS... aac Mage cet oe ee tec rrrces,  erOn a -deae a ee 2,077,192 1,229,645 
DeferredsincomestaxeSzveme rs eee eee ree eer oo. 2 a ee = 6,073 
Otherracchualstas Aken pete neem ees yt cre PC ok I 109,247 79,895 
Totalvcurrentsliabilitics se ersmereeie nti ei eee ee oe oe ns oe eee ee 3,493,519 2,428,126 
Long-term debits nyeceen.cas cera eee at et I pe tne ote 2 i a 680, 154 631,815 
OtherslongstermaliabiliticSmaereseneree eee reer reer recta. itera eee eae 220,952 133,037 
ObligationsiundencapitalileaseSae nen ce eee eee ere | acre re 83,110 105, 180 
NGC! COMME CMUEINTSS ce cenoccedonnssbocodonoobnsnougensemataousbuversacne 165, 362 180,888 
Deferred incomestaxeS ise eae roses ey tern er Wey ise eer 531,590 416,145 
Otherdeferreds credits: Banca oe Nee ee ee et eee ee a 119,067 92,994 
MinonitvainterestinsconsolidatedisupbsidianieSanem esters ttn ir es en 11,465 10,573 
Stockholders equity) ss.eee aecek eet tere a ae era Te a re or ne Se, 4,718,864 4,004,786 
$10,024,083 $8,003,544 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Thousands of Dollars 


Three Months Ended September 30 Nine Months Ended September 30 
1980 1979 1980 1979 
Funds provided from operations amounted to .................... $462,869 $ 386,020 $1,371,967 $1,128,649 
While funds were expended for: 
Bropenties; plants: andiequipment 2.22.20 0.0.4 seus ee. re 384,201 464 370 1,115,454 1,025,125 
INVESUINeN Sameera eee ee ern en ieee ner cau iouest a 13,401 5,320 89,677 8,398 
Reductionsotlond-tenm-OOnnOWINGSs werent ec nememeers cn co. 4,484 32,385 46 386 61,943 
Dividendsstoreompanysstockholdersim.s.0.00. ser sees «se 68,480 54,049 206,410 154,427 
Purchaser(Sale) tof companvestOCk sane c.ommec aceite cise s crane 181 = 114,594 (15) 
LCT eet oro ieee cece oe A Gotti s crs aioe ne eee eos Bae 4,104 16,003 29,440 20,401 
474 851 WAT 1,601,961 1,270,279 
WinichiplefteanderiClenGyaOfimeetrm. mcrae seni a cence Sarees saree mei, 982 186,107 229,994 141,630 
Additional funds were provided from: 
LOMGETID INOS aeoonsaocn acme one eto. bc oo bes voters uc 27,845 249 63,786 861 
PROTA CRIES Cal EONS: we poo nouandces so0cceonnoumeeaue 11,727 22,199 47,649 36,812 
SAIESHOIMMVESTIMENUSin aeeh cess ararer to tits los etene comet as sessechavel ss 14,572 25,809 55,746 31,998 
UNE? on 8 Sez ace Goce or OS OI OCG cite 6.0 0 Cree 11,431 (11,010) 12,743 1,437 
65,575 37,247 179,924 77,108 
Which resulted in increased (decreased) working capital of ........ $ 53,993 $ (148,860) $ (50,070) $ (64,522) 
SELECTED FINANCIAL DATA 
Summary of net income: 
Petroleum exploration and production 
HIN TOCES Tate Sine, eect verrstciclec. soe coccirs anand 9 Spent mecey ee $157,027 $ 64,334 $ 457,659 $ 199,804 
MUSIC eMUMITEUEStAateS: setnaetecn cote crs sierra eRe. ce era 81,828 52,780 225,934 135,981 
238,855 117,114 683,593 335,785 
Petroleum refining, marketing and transportation 
UGGS FMGGe ies eaeearc a nero ohn Gn cies eras 0. oo oneenerEn 18,502 14,152 (31,749) 88,911 
OuisidesUnitediStates anager ces oe eee are 5,258 15,395 37,310 36,343 
23,760 29,547 5,961 125,254 
Wiohldwidespetnoletimine sem sccicce srs sceterscr cropper en tererreyetsstcscra 3 262,615 146,661 689,154 461,039 
WoridwideschemiGalSmarcsciemst cckieciss sco. gears aeenneyoeiee ty: 9,651 48,533 89,540 128,466 
DUH ast aOR eck Sram arlene CRRA Aloio.ah,c bic «3 Sar tRE WA A12 (2,167) 3,947 (4,875) 
$283,378 $ 193,027 $ 782,641 $ 584,630 
+Other includes equity in earnings of nonsubsidiary companies, coal, uranium, geothermal and other corporate items. 
Return onavenage total assets so2e.. coo. trae oo 11.4% 10.9% 
Return on average stockholders’ equity ...............e ees e eens 23.7% 20.8% 
Capital expenditures — properties, plants and equipment: 
PetroleumpoperationS —U- Omer mem ance eee secrete rec $203,238 $ 307,091 $ 579,070 $ 593,627 
Petroleum) operations — Outside US; .....5.2..5.--20n-------- 104,438 106,724 299,796 274,401 
WionldWideschemiCalSt sn rvtce eesti ciciony 2 rack reeaeermeemeatae aia acts 40,677 25,274 114,317 83,846 
CO Hic eae eat en ere RN Pr SS. 6,c: oR 23,214 20,982 75,430 58,916 
(Lol OXO1 tc] (cle eaten iene career aa Oar cere eee merns extenlo Gin Onc Gb om ane 12,634 4,299 46,841 14,335 
SOG RUTOMONG SG cocass coumeoon one soeAcmdaunpécn ago0 conamuMe 77,920 112,151 264,006 287,056 
Foreign currency translation (gains) losses ....................5. 3,539 17,946 7,733 18,776 


OPERATING HIGHLIGHTS (liquids in thousands of barrels per day) 


United States: 


(CH Ol MOCO! . coo csenouegoosbngowasunoncodenn ago ccgoor 121 121 121 121 
NattiralkgasaliquidSmpnod ce dimer) tr ctey yee cic rell- 152 145 149 141 
Natural gas produced (net millions of cubic feet daily) .......... 856 1,064 941 1,110 
Crud eroiliretinedm@errnn sche soc o near ro remeron esc 25/7 286 257 293 
POUND (OOCMUGIS Colo} nosccpnendsedunecgdeocobunoet condooe 434 396 433 449 
Europe-Africa: 
(Haat ONll (oy oyal VCO ud omc. loony omeoncenosenboosen ss onvoosoueD 143 159 168 159 
NatiiralkgassliquidSi produce ditres mean. crsctrte (ree terrain ry 11 10 13 5 
Natural gas produced (net millions of cubic feet daily) .......... 441 449 547 473 
AOU OCWAG GUC! soneadavccdosn sdqponsocdy san0bosongd 28 50 46 43 
Other areas: 
Cruderoilpnoducedierer ceteris tcc sere hele nceeisto es 2» 5 5 7 
Natural gas produced (net millions of cubic feet daily) .......... — — — 1 
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Highlights 


Thousands of Dollars Except as Indicated 


1980 1979 1978 

Financial 
Total revenues $13,712,900 9,744,800 7,421,900 
Netincome $ 1,069,600 891,100 718, 100* 
Net income per average share outstanding $ 7.01 577 4.66* 
Return on average total assets excluding gain on 

sale of Pacific Petroleums Ltd. 11.5% 12.0 9.0 
Return on average total assets including gain on 

sale of Pacific Petroleums Ltd. 11.5% 12.0 11,8 
Total taxes charged to income (see Note 10 of notes 

to financial statements) oe $ 2,473,605 1,394,944 1,104,145 
Total taxes per share $ 16.20 9.03 Tey 
Dividends paid $ 274,900 208,500 184,800 
Dividends per share $ 1.80 135 1.20 
Average shares outstanding (in thousands) 152,670 154,427 153,987 
Capital expenditures $ 1,666,100 1,453,700 940,200 
Total assets at year-end $ 9,844,400 8,518, 700 6,833,600 
*Includes net income of $169,900 or $1.10 per share from sale of Pacific Petroleums Ltd. stock. 

Net Barrels Daily 

Operating 
Crude oil produced 

United States 120,000 121,000 125,000 

Outside United States 169,000 167,000 185,000 
Natural gas liquids produced 163,000 148,000 134,000 
Total liquids produced 452 000 436,000 444 000 
Crude oil refined 262,000 287,000 302,000 
Petroleum products sold 509,000 508,000 516,000 


Net Thousands of Cubic Feet Daily 


Natural gas produced 1,497,000 


1,558,000 


“Phillips,” “the company,” “we” and “our” are used interchangeably in this report to refer to the business of Phillips 


1,549,000 


Petroleum Company and its consolidated subsidiaries. Where reference is made to a particular company, it is wholly owned 

unless otherwise stated. The company’s consolidation policy is to include in financial statements the accounts of companies in 

which more than 50 percent interest is held, except for an insurance company and a credit company. 
Marlex, Convocan, Supac, Ryton, K-Resin, Petromat, Poly Slik, Garden Scene, Ultrakan, Solprene and Dura Craft are 


trademarks for the company’s products named in this report. 


Phillips Petroleum Company took major steps during 
1980 to implement a strategy designed to cope with 
the coming decade of continued international tensions, 
uncertain oil supplies and rising costs. Key elements of 
our strategy include: | 

¢ A greatly expanded commitment to find and produce 
oil and natural gas in the United States. 

¢ A continued effort to broaden overseas petroleum 
production, building on our strong position in the 
Norwegian North Sea. 

¢ A growing involvement in developing alternate fuels, 
particularly coal and oil shale. 

e An increased flexibility in refinery operations to 
handle a diversity of raw materials and to respond to 
shifting product demand. 

¢ A selective expansion in chemicals and enlarged 
participation in the international chemicals market. 

Implicit in our strategy for the ’80s is the expectation 
of continued growth in earnings. Phillips earnings 
increased in 1980 for the fifth successive year, reaching 
$1.07 billion, or $7.01 a share, on revenues of $13.71 
billion. These results represented a 20 percent increase 
over 1979 earnings of $891 million, or $5.77 a share, 
on revenues of $9.74 billion. Return on average total 
assets was 11.5 percent in 1980, slightly lower than the 
12 percent earned in 1979. 

Higher prices for oil and natural gas and increased 
production in the Norwegian North Sea were the 
principal factors behind the growth in 1980 earnings. 
These developments more than offset lower results in 
petroleum refining, marketing and transportation 
operations and in our chemicals business. 

Our strong financial showing enabled Phillips to 
increase its quarterly stockholder dividend 22 percent 
from 45 cents a share to 55 cents a share with the 
March 2, 1981, dividend. 


Phillips steady rise in earnings also provided the 
basis for an expanding capital expenditure program. 
In 1980 Phillips spent a record $1.67 billion —an 
average of $4.6 million a day —to find and develop 
energy resources, and expand and modernize refining, 
chemical and transportation operations. About 70 
percent of these were U.S. expenditures. 

In 1981 spending for authorized projects is expected to 
increase with a capital budget of $3 billion, a 20 percent 
increase over the cost of projects authorized in 1980. 


Hichlicht 


During 1980 Phillips made the largest commitment in 
the company’s history to energy development in the 
United States. We increased our U.S. acreage by 50 
percent during the year, boosting our overall position 
to nine million net acres, or about 14,000 square 
miles. Phillips current U.S. acreage is nearly double 
the amount the company held 10 years ago. 

We increased domestic spending on seismic activity 
by nearly 60 percent and drilled or participated in 816 
wells in 1980, a one-third increase over 1979. Overall, 
our exploratory effort stretched from the coastal 
areas of California to the Rocky Mountain states to 
the bayous of Louisiana and into the Atlantic. 

Overseas, 1980 marked the first full year of 
production from all seven fields in the Greater Ekofisk 
area of the Norwegian North Sea. The Ekofisk area 
fields will remain a key element of Phillips worldwide 
operations and a significant source of income for 
many years to come. Ekofisk area production, which 
is now declining, is expected to be supplemented 
in the future by production from other prospects, 
including some in the North Sea and Africa. 

One of the most important prospects for new oil 
production is the Republic of the Ivory Coast. Phillips 


Net Income Per Share 


1976 2.70 


NO 


Capital Expenditures (Millions of Dollars) 


1980 $1,666 
1979 1,454 


1978 940 © 


1977 1,078 | 


1976 716 


has drilled two successful exploratory wells offshore 
the Republic of the Ivory Coast and a third well is in 
progress. Engineering studies for production systems 
are under way on the premise that the discovery will 
become a commercially attractive operation. Also 
under evaluation are oil and natural gas discoveries in 
the North Sea, Ghana and the Canadian Arctic Islands. 
The year 1980 was one of vigorous activity in a field 
of growing emphasis for Phillips —the development of 


non-petroleum resources. During 1980 we strengthened 


our position in lignite coal with the signing of a second 
major contract to serve electrical utility markets. The 
year also marked Phillips entry into its first commercial 
geothermal venture as well as its first commercial 
involvement in the solar energy field. 

To meet changing needs in our refinery operations, 
Phillips completed the construction phase of a major 
modernization of the Sweeny, Texas, refinery 
during the year and announced plans for a similar 
modernization at our Borger, Texas, refinery. 
Modernization of these refineries will allow us to 
process lower grade, less expensive crude oil and will 
help maintain the profitability of these operations in 
the face of flat or declining product demands. 

In our chemicals business, we moved to strengthen 
the major product lines which are showing the most 
growth—ethylene, plastic resins and specialty 
chemicals. We also reinforced our position as an 
international chemicals supplier. 

Management changes and organizational 
restructuring were also part of our preparation for the 
future. During the year, W.F. Martin, who will retire in 
April 1982, relinquished his position as chief executive 
officer, while continuing as chairman of the board. 
Wm. C. Douce, president and chief operating officer, 
was elected president and chief executive officer. The 


Return on Average Total Assets 


1980 11.5% 
1979 120 
1978 118 
1977 98 
1976 8.4 


company’s organizational structure was changed and 
additional executive positions were created to better 
handle the increasing size and complexity of the 
company’s operations and to help assure strong 
leadership in the years ahead. 

The Years Ahead 

The energy outlook for the coming decade will be 
plagued by price and supply uncertainties stemming 
from international tensions. Those tensions erupted in 
1980 in the war between Iran and Iraq, giving 
Americans a fresh reminder that foreign oil supplies 
remain vulnerable and subject to interruption. 

A major step toward protecting the United States 
from future oil shocks was taken in January of this 
year with the federal government’s decision to lift 
controls on domestic crude oil earlier than scheduled. 
The removal of controls reflects a return to greater 
reliance on market forces to encourage development 
and careful use of energy supplies. 

Even before the government’s decision to remove 
controls early, the industry was responding strongly to 
partial decontrol. Nearly 63,000 wells were drilled in 
the United States during 1980, an all-time high. It is 
anticipated that record will be surpassed in 1981 with 
an estimated 69,000 wells expected to be drilled. 

In addition to decontrol, other important energy 
policies are expected to receive careful consideration 
by the government this year. Key issues include 
legislation covering air emissions and the use of public 
lands for energy exploration and development. 

Current air quality rules limit development and 
use of important U.S. energy resources, particularly 
coal. Congress and the administration will have an 
opportunity to review some of these rules this year, 
including the critical provisions of the Clean Air 


Dividends Per Share 
1980 $1.80 | 


1976 87h | 


Act. Out of this review may come a better balance 
between the need to protect environmental values and 
the need to utilize all our energy resources. 

Much of the energy and mineral potential of this 
country lies beneath land and waters controlled by the 
federal government. At the present time, use of many 
of these areas is limited to recreational purposes and 
scenic preservation. New policies are needed that 
would allow more resources in federal lands to be 
mobilized as part of the effort to reduce America’s 
vulnerability to cut-offs in foreign oil supplies. 

The years ahead will continue to offer sizable 
challenges that will test the resourcefulness and 
determination of the American people and our 
nation’s industry. Much of the country’s attention will 
be focused on developing new energy sources and 
making wiser use of existing ones. 

Unquestionably, the United States is making 
progress in confronting the energy problem. There 
is increasing support of conservation as an effective 
and immediate means of improving U.S. energy 
sufficiency. There is growing awareness that America’s 
energy resources — including its untapped resources 


of oil and natural gas — should be more fully 
developed. There is renewed confidence in market 
forces as the most powerful incentive to energy 
innovation and development. Finally, there is growing 
recognition that the responsibility for meeting the 
energy challenge cuts across all sectors of society — 
from the individual consumer to the largest segments 
of government and business. 

As part of the industrywide effort, Phillips is devoting 
the major portion of its financial and human resources 
toward helping develop meaningful, affordable 
solutions. We are optimistic that America’s energy 
position will be strengthened. A solid foundation has 
been laid. We are confident the petroleum industry 
will help build upon that foundation and accelerate 
progress toward a more secure energy future. 


For the Board of Directors, 


Mrrestin Loe Alibre 


President and 
Chief Executive Officer 


Chairman 


March 24, 1981 


Government Impact Statement 


The Increasing Impact of Taxes 

Although scarcely noticed by the public, increasing taxes on petroleum operations 
are having a direct impact on the consumer’s pocketbook as well as a long-term 
effect on the development of adequate energy supplies. 

In recent years, taxes on the oil industry have been increasing dramatically. 

In 1975 income taxes took 55 cents out of every dollar of Phillips pretax income. In 
1980 they took 67 cents. From 1979 to 1980 Phillips total income tax bill rose 74 
percent to $2.17 billion, although earnings increased only 20 percent. 

Phillips total tax bill—income taxes plus a variety of other taxes amounted to 
$16.20 a share in 1980, up from $3.35 a share in 1975. By contrast, earnings per 
share increased from $2.20 to $7.01 between 1975 and 1980. The overall increase 
in total taxes since 1975 was 385 percent, while the increase in company profits 
during the same period was considerably less —219 percent. The percentage of 
increase in taxes since 1975 has also exceeded the increase in payroll costs, up 92 
percent; the cost of crude oil delivered to company refineries, up 206 percent, and 
the wholesale price of gasoline, up 191 percent. 

The impact of higher taxes on Phillips was felt particularly in 1980, when the 
United States imposed a new tax on the oil industry and Norway increased its 
income tax rate. The U.S. excise tax on domestic crude oil (often but inaccurately 
called a windfall profits tax) reduced Phillips net income by $62 million. The 
Norwegian income tax increase reduced Phillips net income for the year by $185 
million. 

The next major tax jump is likely to come in Great Britain, where the 
government has proposed adding yet another supplemental tax on North Sea oil 
production. 

National governments are not the only ones which have recognized the revenue 
potential of oil industry taxes. Many state governments in this country have found 
or are exploring for new ways to tap oil company revenues. 

In 1980, four states adopted additional taxes on oil companies operating within 
their borders. Tax legislation aimed specifically at oil companies was introduced in 
another seven states. 

This expanding tax burden makes even more challenging the job of providing 
the energy that will be needed in the future. Money taxed away is money that 
is not available to the industry for finding and producing energy. In 1981 alone, for 
example, the so-called windfall profits tax on the petroleum industry is expected 
to channel an additional $18.7 billion into the U.S. Treasury. This is more money 
than it cost to build the entire Trans-Alaska Pipeline. And it nearly equals the $19 
billion the 25 largest petroleum companies used in 1980 for finding and producing 
oil and natural gas in the United States. 

Eneray is needed for industry, commerce, agriculture and day-to-day living. Oil 
companies have the key responsibility for providing it, and this job requires the 
generation and investment of enormous amounts of capital. How much of that 
capital can be drained away through new and increased taxes without hampering 
the industry’s ability to supply the world’s energy needs? This is a public policy 
question that needs to be addressed by every responsible taxing authority. 


Phillips Energy Resources: A World View 


Overthrust Belt 


Phillips energy resources activities continue to 
be centered around the worldwide search for and 
development of petroleum. Simultaneously, the 
company is directing its efforts toward developing 
non-petroleum resources. These resources will 
increasingly supplement oil and natural gas as world 
energy demand continues to grow and as the United 
States moves closer to its goal of achieving greater 
eneray self-sufficiency. Highlights of 1980 include: 
¢ The largest U.S. exploration and production 
program in the company’s history, including new 
drilling activity in frontier areas and a 50 percent 


increase in total Phillips U.S. acreage. 

e Discoveries in Indonesia and the Republic of the 
Ivory Coast. 

¢ First full year of production from all seven fields in 
the Greater Ekofisk Development. 

¢ Pilot program to begin developing Canadian heavy 
oil reserves. 

¢ Progress in developing the company’s lignite coal, 
uranium, geothermal energy and oil shale holdings. 

Net income from energy resources activities, which 
includes results from the company’s coal, uranium, 
geothermal and oil shale operations plus equity in 


earnings of affiliated companies related to energy 
resources operations, rose to $850 million from $475 
million in 1979. The earnings increased primarily 
because of higher worldwide prices for oil, natural gas 
and natural gas liquids, and increased petroleum 
production. The effect of higher prices was partially 
offset in the United States by the U.S. crude oil excise 
tax, which amounted to $119 million in 1980. In 
Norway, new tax legislation increased the company’s 
taxes in that country by $185 million in 1980. 

Increased production from the Greater Ekofisk 
area fields in the Norwegian North Sea raised Phillips 
worldwide petroleum production. Worldwide natural 
gas liquids production showed the strongest 
production gain, increasing 10 percent. Worldwide 
crude oil production was about the same as in 1979 
and natural gas production declined 4 percent. 

In 1980 petroleum exploration and production 
activities extended to 21 nations on five continents. 
Because of the company’s expanded exploration 
program, dry hole costs in 1980 rose 59 percent to 
$185 million. 

Phillips drilled or participated in 105 oil and natural 
gas exploratory wells, of which 59 were discoveries. 
This higher than normal success rate is attributable to 
shallow oil or natural gas discoveries made while 
evaluating oil sands acreage in Canada. Phillips 
participated in another 86 exploratory wells through 
farmout arrangements. Under such arrangements, 
other firms drill on Phillips acreage in return for an 
interest in the acreage and any future production. 


Reserves 

Phillips estimated worldwide proved reserves of 
crude oil, condensate and natural gas liquids 
decreased 17 percent to 1.02 billion barrels. 
Worldwide natural gas reserves declined 12 percent 
to 6.78 trillion cubic feet. 


Phillips search for U.S. energy reached a 
record level in 1980 as drilling moved into 
new, frontier areas. Left, a wildcat well is 
drilled on leases off the coast of Corpus 
Christi, Texas, in water more than 1,000 feet 
deep. Above right, a drilling barge probes 
more than 20,000 feet into the Tuscaloosa 
Trend of Louisiana in search of natural gas. 
Right, a crane operator carefully stacks pipe 
ona drilling rig operating in the Gulf of 
Mexico off Louisiana. 


A wildcat well is drilled i 
between Phoenix and 
the state. It was hoped that t 
deepest ever drilled in Ariz 
through granite and re t 
hydrocarbon-bearing formatior 
Rocky Mountain Overthrust B 
well remained in granite to a c 
feet, it was terminated as a dry h 
exploratory well is scheduled to 
near Tombstone, Ariz. 
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In the United States, the company has access to 
additional reserves through contracts and other 
arrangements. At the end of 1980 these additional 
reserves of liquids totaled 355 million barrels, about 
the same as a year earlier. Additional U.S. reserves of 
natural gas totaled 2.15 trillion cubic feet at the end of 
1980, 6 percent lower than the 2.28 trillion cubic feet 
reported in 1979. 

Phillips year-end estimates of proved reserves 
are based on then current reservoir information, 
technology and economics. Such reserves, however, 
cannot be measured precisely. Revisions of previous 
estimates reflect the results of drilling and production 
performance in 1980 as well as technical 
re-evaluations of reservoirs. 


rrices 

Prices for crude oil, natural gas and natural gas 
liquids were higher in 1980 than the previous year. At 
the end of 1980, about 65 percent of Phillips crude 
oil production was under federal price controls, 
compared to 86 percent in 1979. Upper tier (subject 
to higher prices under controls) was 42 percent and 
lower tier was 23 percent. In early 1981 federal 
controls on crude oil prices were removed. 

U.S. natural gas revenues rose 14 percent. In most 
instances prices rose at rates specified by federal 
price regulations. The company also received 
significantly higher prices for liquefied natural gas 
delivered under long-term contract to two Japanese 
utilities from a 70 percent interest liquefacation plant 
in Kenai, Alaska. 

United States 
In 1980 Phillips moved ahead with the largest 

U.S. exploration and development program in the 
company’s history. The company drilled or 
participated in 816 wells in 1980, 36 percent more 
than the previous year. More development drilling 
and enhanced oil recovery projects increased 
production from older, existing fields. These mature 
fields, located primarily onshore, account for most of 
Phillips domestic production. In 1980 about 86 
percent of oil production and 79 percent of natural 
gas production came from onshore fields. Crude oil 
production resulting from secondary and tertiary 
recovery methods accounted for 32 percent of the 
company’s U.S. oil production. Secondary recovery 
uses water or gas injection to force more oil out of a 


reservoir. Tertiary recovery is a more complex and 
expensive method where chemicals, steam or fluid is 
injected into the formation. Phillips is the operator of 
eight tertiary projects and is participating in another 
12 partner-operated projects. Phillips tertiary 
production in 1980 averaged 2,600 barrels of oil 

a day. 

Although environmental regulations continue 
to delay drilling in many offshore areas, by late 1980 
Phillips was drilling on leases acquired in 1979 
offshore California and in the Gulf of Mexico, and 
was preparing to drill offshore Alaska. 

The company’s total U.S. oil production was 
essentially the same as in 1979, although output from 
Alaska’s North Slope rose 18 percent to an average 
of 26,700 barrels a day. This was 22 percent of 
Phillips total U.S. production. 

Phillips U.S. natural gas production was down 
12 percent, compared with a 5 percent decrease in 
1979. The decline reflected an industry trend caused 
primarily by reduced market demand. Phillips 
continues to be one of the largest U.S. natural gas 
liquids producers as output rose 6 percent. 

Phillips increased its U.S. acreage by 
approximately 50 percent in 1980. A major portion 
of the increase came as a result of the company 
acquiring a third interest in eight million acres of 
leases in Idaho, Utah, Arizona and New Mexico. The 


company also holds 1.8 million net acres in the nearby 


Rocky Mountain Overthrust region. This region 
extends all the way from Canada to Mexico and is 
believed by many to hold large oil reserves. In late 
1980, one exploratory well was being drilled in Idaho. 
Overall, the company plans to drill or participate in 
five wells in the Overthrust region in 1981. 

Also in the lower 48 states, Phillips drilled one 
unsuccessful exploratory well in the Tuscaloosa Trend 
of Louisiana, started two more wells and scheduled 
another well for 1981. 

The company drilled five unsuccessful wells and 
participated in another unsuccessful well offshore 
Louisiana..In early 1981 Phillips participated in two 
other unsuccessful wells offshore Louisiana and 
completed another unsuccessful well off the Texas 
Gulf Coast. 

An environmental suit delayed drilling in 
California’s Santa Barbara Channel throughout most 
of 1980. By the end of the year, however, three 
drillships were in place and operating. Phillips has a 


40 percent interest in the initial wells. 

On the North Slope of Alaska, Phillips had a 21 
percent interest in an unsuccessful exploratory well 
east of Prudhoe Bay. Another well in the area is 
partially evaluating one of the Beaufort Sea tracts 
acquired in a 1979 lease sale. Phillips has a 10 percent 
interest in this well. 

In Alaska’s Lower Cook Inlet, Phillips drilled its 
third unsuccessful well on acreage acquired in a 1977 
lease sale. Phillips is planning no additional wells. In 
the past three years Phillips charged against earnings 
$189 million of the original $196 million lease cost. 


id 


Phillips continues to be one of the largest 
U.S. producers of natural gas liquids. This 
natural gas liquids extraction plant is under 
construction in the Austin Chalk Trend of 
southeast Texas, one of the busiest drilling 
areas in the United States. When completed 
later this year, the plant will be able to 
extract 620,000 gallons of gas liquids a day 
from 75 million cubic feet of natural gas. In 
1980 the company’s U.S. natural gas liquids 
production increased 6 percent. 
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In the deep-water area of the Canadian Arctic the 
company participated in a second well near the 20 
percent interest Whitefish discovery, a major gas 
strike made in 1979. In early 1981 three wells were 
under way on other prospects. 

In the Canadian Overthrust Belt, Phillips drilled 
two unsuccessful exploratory wells and was drilling a 
third well at the end of 1980. Seismic work also was 
under way in the area. 

Phillips is evaluating two heavy oil sand areas in 
Alberta. The company has a 50 percent interest in 
one area anda 25 percent interest in the other. A 
one-well pilot project was completed in 1980 anda 
10-well pilot project is scheduled for 1981. 


The Greater Ekofisk Development in the Norwegian 
North Sea continues to be the most important area of 
the company’s worldwide energy resources activities. 
In 1980 Ekofisk oil, natural gas and natural gas 
liquids production accounted for 33 percent of the 
company’s total energy production. 

For the first time, all seven fields in Greater Ekofisk 
were in production for a full year. Also, 1980 was the 
peak production year for Greater Ekofisk. Crude oil 
production rose 9 percent over 1979 levels, natural 
gas liquids production was up 109 percent and 
natural gas production increased 17 percent. Phillips 
37 percent share of crude oil production in 1980 
averaged 130,100 barrels a day, 12,800 barrels a day 


of natural gas liquids and 449 million cubic feet a 
day of natural gas. 

In early 1981 Phillips will begin a pilot waterflood 
project in the Ekofisk field to determine the feasibility 
of increasing the production of the field. A similar 
waterflood program is being studied for the Tor field, 
another Ekofisk-area field. Based on new studies 
completed in 1980, the company announced 
estimated reserves in Greater Ekofisk, including oil 
and natural gas already produced, were reduced to 
2.9 billion barrels of oil and oil equivalents. The 
reduction, predominantly in liquids, lowered Phillips 


worldwide reserves by approximately 8.2 percent. 

In other areas of the Norwegian North Sea, Phillips 
drilled three unsuccessful exploratory wells in 1980. 
Four wells are scheduled for 1981. 


Development drilling continues in the Maureen 

field in the North Sea, about 160 miles northeast of 
Aberdeen, Scotland. Oil production is expected to 
begin in the mid-1980s with gross output growing to 
about 75,000 barrels of oil a day. This will be Phillips 
first crude oil production in the United Kingdom 


United Kinadon 


sector of the North Sea. The company has a 34 
percent interest. 

To the northwest of Maureen, Phillips has a 
35 percent interest in three discoveries known as 
the T-Block. Exploratory drilling is under way. 

In 1980 the Hewett area natural gas fields, which 
were brought into production in 1968, produced an 
average of 105 million cubic feet a day of natural 
gas to the company’s 19 percent interest. 


In 1980 Phillies drilled a discovery well in the 


deep-water area off the Republic of the Ivory Coast. 
The well is located about 13 miles offshore in 
approximately 1,200 feet of water. A second well 
drilled nearby confirmed the presence of oil-bearing 
sands apparently equivalent to some of those found in 
the discovery well. Both wells are located in contract 
area A-B under a production sharing contract with 
the Republic of the Ivory Coast granted in 1975. 
Under the contract, varying portions of production are 
allocated to the Ivory Coast government as its share 
prior to determining the contracting group’s share of 
which the company’s interest is 57.5 percent. In early 
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December another well was being drilled in the area, 
and two more rigs were scheduled to begin drilling 
in early 1981. The company is moving ahead on 
engineering studies to prepare for possible 
commercial production. 


Phillips continued development drilling in its 19 oil 
fields in Nigeria and had a 20 percent interest in an 
exploratory well. In 1980 a field in which Phillips has a 
20 percent interest began producing. Because of the 
Nigerian government’s 1979 decision to cut back 
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production and boost government ownership, net 
output declined 18 percent to an average of 30,600 
barrels of oil a day. 


Indonesia 

In December three rigs were drilling in Northeast 
Kalimantan, where the company had a discovery in 
1980. Net production from the area averaged 2,600 
barrels of oil a day, and on Salawati Island net 
production averaged 2,300 barrels of oil a day. Two 
unsuccessful exploratory wells were drilled on the 
3.7 million acre Teluk Berau contract area offshore 
Salawati Island, where Phillips has a 50 percent 
interest. Another well was under way at the end of 

the year. On East Irian Jaya, where Phillips also has a 
50 percent interest, a crew is conducting seismic work 
on 3.8 million acres acquired early in the year. Phillips 
also has a 50 percent interest in 5.5 million acres on 


the southern coast of Irian Jaya where seismic work is 
scheduled for 1981. 


Other Exploratory Areas 

In South America the company completed seismic 
operations in the Cesar Basin of Colombia and in 
December a well was being drilled. This is the third 
well to be drilled in the contract area. Seismic work 
also was completed offshore Chile. An exploratory 
well is planned in 1981. 

The company has a 20 percent interest in an eight 
million acre area off the northwest coast of Australia. 
Two dry holes were drilled on the acreage in 1979 and 
a third well was under way late in 1980. Phillips also 
has a third interest in 1.6 million acres off the southern 
coast of Australia. Drilling is set for late 1981. 

At the end of the year a rig was drilling on acreage 
offshore Ghana where five wells have been drilled. A 
discovery was made in 1978. Another three wells are 
planned. Phillips has a 50 percent interest in this area. 


This semisubmersible rig, left, drills in the 
waters off the Republic of the Ivory Coast, 
where Phillips has drilled two successful 
exploratory wells. Above right, workers are 
lifted to the drilling rig deck after unloading 
a supply boat. Right, a worker climbs toward 
the main deck of a semisubmersible rig 
conducting further drilling in the area. 


Phillips, as operator for a group of companies, 
completed seismic work off the southern coast of the 
People’s Republic of China. In 1981 Phillips may have 
the opportunity to bid on evaluated tracts. 

Phillips is one of 10 U.S.-based petroleum 
companies participating in the initial phase of a $700 
million National Science Foundation program. The 
purpose of the program is to evaluate the geological 
makeup beneath the ocean floor. These evaluations 
will be made over a 10-year period. A specially 
equipped drillship is expected to begin making 
operating tests sometime in 1984. 
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Coal 

Phillips signed a contract to supply a utility from 

a second lignite coal mine to be located near 
Shreveport, La. Deliveries are scheduled to begin in 
1985. Deliveries from the company’s first mine, also to 
be located near Shreveport, are expected to begin in 
late 1984. Combined production from the two mines is 
estimated to be 15 million tons a year by the early 
1990s. Phillips holds estimated reserves of more than 
eight billion tons of lignite coal in seven Gulf Coast 
states. Also, the company is a participant in a coal 
liquefaction pilot plant that began operating in 1980. 


Other Energy Sources 

At the end of 1980 the sinking of a production shaft 
and a ventilation shaft was near completion at Phillips 
uranium ore mine in northwest New Mexico. Plans for 
developing the reserves in the area have been revised 
to reflect the slowdown in the nation’s nuclear power 
program. The need for a second production shaft, 
partially completed, has been eliminated because of a 
land exchange agreement. 

Phillips signed a contract in 1980 with a utility 
company in Utah for the sale of steam produced from 
the company’s Roosevelt Hot Springs geothermal 
field. First deliveries of geothermal energy are 
scheduled in 1983. The company is evaluating the 
commercial potential of three other geothermal 
discoveries in Nevada and one in California. 

The company is a participant in the White River 
Shale Project in northeastern Utah, covering some 
12,000 acres. The first phase of the project, planned 
for the mid-1980s, is to produce 9,000 barrels of oila 
day from oil shale. 


Outlook 
In the United States, the company will continue to 
concentrate its petroleum exploration effort in Alaska, 
the Rocky Mountain Overthrust Belt, the Gulf of 
Mexico, California’s Santa Barbara Channel and other 
areas of the Outer Continental Shelf. These are 
considered to be the most promising prospects for 
new, large domestic discoveries. Outside the United 
States, the company will continue to explore in 
the United Kingdom and Norwegian sectors of the 
North Sea, the Republic of the Ivory Coast, Ghana, 
Indonesia, the deep-water areas of the Philippines and 
Australia, western Africa and Canada. 

At the same time, Phillips intends to be an 
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important force in developing other energy resources, 
primarily coal, geothermal and oil shale. These are 
the energy sources that will supplement petroleum as 
the world moves towards the 21st Century. 

Phillips sees its production of petroleum liquids 
and natural gas declining slightly in 1981, primarily 
because of anticipated lower overseas production. 
Phillips domestic oil production is expected to show a 
slight decrease, natural gas liquids output will increase 
slightly and U.S. natural gas production is expected to 
continue its downward trend. 


To supplement oil and natural gas for the 
future, Phillips is moving ahead now to 
develop non-petroleum fuels. In Roosevelt 
Hot Springs, Utah, production and test 
facilities are in place at the site of Phillips 
first commercial geothermal venture. 
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PHILLIPS PETROLEUM COMPANY 


Energy Resources Statistics 


Net Crude Oil and Natural Gas Liquids Production 2 ; Barrels Daily : 
* 1980 1979 1978 1977 1976 
Creme eres 7 -Aetesn bobenl 
United States ee ee ee 10,1007) (121,400) 125,000: 117,0008 8 115,300 
Europe-Africa : : 7 _ 164,000 160,600 — 161,’ 700 136,700 : - 131, 400 
Other areas , i eet eel 5,400 5,600 mo 900 
Production sharing contract 4,900 6,100 18300 5,600. es 
Total Crude Oil Production 289,000 288,100 310,400 264900 252.600 
Natural Gas Liquids 4 ee Pets ; 
United States leaseholds~ : ms 33,500 37,900 34,900 39,300 36,200 
United States plants 116,100 103,700 98,900 98,900 _94,600 
; “es ee ie j : _ 149,600 141,600 133,800 138,200 130,800 
Europe-Africa leaseholds 13,000 6, 300° 2000) 200° 300 
Total Natural Gas Liquids Production 162,600 147,900 134000 138400 131,100 
Total Crude Oil and Natural Gas Liquids Production 451,600 436,000 444400 403,300 383,700 
Net Natural Gas Production 4 Py ae = Millions of Cubic Feet Daily | - 
United States : : . 9431, 072 ie Ois MIE). 247. 
Europe-Africa aie w cA boa 485 419 84s ee 
Other areas — 1 —_ — 
Total Natural Gas Production 1,497 1,558 1,549 1,343 1380 
Average Sales Prices Sah se : eee OS0 Se 99 1978 
Crude Oil—Per Barrel as y ; a. 
United States ; j Wo RRO < $19. 0 : 11.85 cz 8.49 
Europe-Africa _ y __ 35. 70_ net 21708 sn 13.52 
Other areas ; : 5 7 Boo 67 a) 19.90 © ‘oy a3! 25 
Natural Gas Liquids— Per Barrel | hs be pat) 
United States ; 7 ; eee 7.64 - RES: 
Europe-Africa _ i wes 14.88 (10.98 —:13.07 
Natural Gas—Per Thousand Cubic Feet Ye mas as .Y sta 
United States ons eect ai 38" a al 10" Lo er oe 
Europe-Africa ; a P SES OS Bay 65 
Other areas Woe he ; 1.80 ee el ils = 
*Excludes sales of liquefied natural gc gas from Kenai, Alaska, and natural gas s from gasoline plants. 
Average Production (Lifting) Costs*—Per Equivalent Barrel of Oil _ 7 sdb Porere neo 
United States Oni ae are : $ 4.41 2 0S wee 1.63 
Europe-Africa _ ae ; - | ih 5 eo ee 4 29 S884) 2.45 
Other areas 7.06 6.13, WAS 


*“Production ( lifting) costs” consists of those incurred to operate and maintain wells and related equipment and facilities used in 
the production of petroleum liquids and natural gas. Also included is the U.S. crude oil excise tax. It does not include depreciation, 
depletion and amortization of capitalized acquisition, exploration and development costs. 
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Energy Resources Statistics 


December31,1980 SIN 0 0 ____ Thousands of Acres 
Acreage aL. anf yee — ee pee a ieee , ; = Gross Net 
Developed Acreage. sis Sun fe ke 
United States = iy eee 1,940 se 


Europe-Africa TOME fai a a paneer 


Other areas See arr ay 26 
Total Developed Acreage 2,381 1,668 


Undeveloped Acreage* > 


UfitedStates ee eee Ee. 
Southeastern region er = Soe ee es to ee 1,834 1,484 


_Northwestern region 2s 6,192 
14,262 7,676 


Europe (Norwegian rand. United K Kingdom sectors rs of North Sea, Ireland, Italy yand Spain) a 5,520 2.521 


Africa (Mauritania, Ivory Coast, Morocco, Egypt, Ghana, Nigeria and Congo Brazzaville) _ 7 - cv : 17,663 6,969 
Asia (Indonesia and Philippines) _ 24702 12,394 
Canada (Northwest Territories, British ColumbiaandAlberta) = 6,120 2,226 
Latin / America (C (Chile, Colombia and | Nicaragua) _ ee Sao ae eae 31,671 15,836 
Australia <=. . 23S eee 9,711 2,193 


Total Undeveloped Acreage 109,649 49,815 


*Phillips conducts an active worldwide exploration program in its search for oil and gas reserves. As a part of this program the company 
is continually acquiring, evaluating, developing and releasing acreage. Consequently, the minimum remaining terms of leases and 
concessions with undeveloped acreage are not meaningful. 


CapitalExpenditures Millions of Dollars 
1980 11979) «97a oe 1976 


United States _ io ii Se es SS eee ‘ ites 
_ Exploration and fp production Se: st ee lee 4a : 368 99 
_ Gas and gas liquids en P 137 80 58 65 69 


Energy minerals one 76 ei eee 55 38 Zo 
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Exploratory CostsandLeasehold Impairment = =  =———_—CMillionsofDollars 
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Otherareas 8 EE Ee eee eee 
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Wells Completed* 


Exploratory Development 
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_1980_ 1979 1978 


Gross Wells — 


Bintedsiaiess Rigs oad 5. a2) 20R P40" 7840578) 505 
Europe-Africa : — : Doda, ce eT ae i err 
Oinerareas = ae i eee ciel = os le 
Total Gross Wells 105 87 63 819 616 516 
Net Productive Wells 

United States Ree se erie (ee Ot Eros TOT e608 77 
Europe-Afrca  ## ee ee eee FE 7 eee 3 
Otherareas ePey ; DOR nd: eee 3 adil epee A eet 
Total Net Productive Wells Pay 11 7 201 119 80 
Net Dry Wells 

UnitedStates | MNS | 7 14 8 4 ie 10 7 


Europe-Africa 


Other areas 


Total Net Dry Wells 


*Excludes farmout arrangements. 


Productive Oil and Gas Wells at Year-End 1980* 
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*Includes 1,073 gross and 443 net multiple completion wells. 


ieee ny wee 8h 18 
Pia EAN OK) 6,308 3,895 eG Mo 


Wells in Progress at Year-End1980 s—s— Drilling ===—— Suspended ~ 

a Mae oe SS s _ Gross Net =—=~— Gross_—SséNNeet 
United States ia. mae ee ee a 20, 7 
Europe-Africa ir) i Mas a 3 aa 20 


Other areas 
Total Wells in Progress 


Net Crude Oil and Natural Gas Liquids Production 
(Millions of Barrels) 


1977 
1976 
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Petroleum Products 


Virtually all the major activities of Petroleum Products 
— refining, marketing and transportation —were 
adversely affected as the world petroleum situation 
shifted from tight supplies in 1979 to overabundance 
through most of 1980. 

Net income in 1980, including results from equity 
in earnings of affiliated companies related to 
Petroleum Products operations, was $79 million, 
compared with $206 million in 1979. Margins were 
squeezed as product prices did not keep pace with 
rising raw material costs. A key reason for the lower 
margins was the industry’s surplus of gasoline, 


heating oil, diesel fuel and other petroleum products. 
The company’s raw material costs increased 
because of higher foreign crude oil prices and partial 
price decontrol of domestic natural gas liquids and 
crude oil. 

Although 1980 earnings were lower, important 
steps were taken to prepare the company’s petroleum 
products operations for improved earnings in the 
future. Notable progress was made in modernizing 
refineries and the tanker fleet, upgrading crude 
oil and natural gas liquids transportation systems, 
and consolidating marketing operations. 


Feedstock Supplies 

Raw materials were abundant most of the year. U.S. 
demand dropped markedly as relatively mild winter 
weather and recessionary factors reduced fuel needs. 
In addition, higher prices spurred greater conservation 
efforts. As a consequence, industry crude oil 
inventories in the United States reached record levels 
and imports fell to the lowest point since 1975. The 
buildup of crude and products inventories temporarily 
penalized Phillips earnings, particularly in the second 
quarter. Late in the year, the company was able to 
reduce its inventories to normal levels. 

U.S. crude oil accounted for 59 percent of Phillips 
domestic refinery runs, compared with 62 percent in 
1979. More than half of the company’s imported oil 
came from Nigeria, with lesser amounts from the 
Norwegian North Sea, Mexico, Algeria, Libya and 
other nations. 

Phillips remained an industry leader in natural 
gas liquids, a major feedstock for blending gasoline 
and making petrochemical products. The company 
agreed to acquire a 40 percent interest in the 
fractionator and related facilities of another company 
at Conway, Kan., and a 50 percent interest in an 
Oklahoma natural gas liquids pipeline gathering 
system, which will be extended to Conway. 


Transportation 

In 1980 the company took delivery of three 
shallow-draft, 52,000-ton tankers, which together 
with three similar tankers delivered in 1979, will more 
economically bring imported oil to the company’s 
Freeport, Texas, terminal from Caribbean 
transshipment points, Mexico and South American 
countries. The new tankers replace older, smaller 
chartered vessels. Phillips is participating with other 
companies in a renewed study to construct an offshore 
unloading facility to allow larger tankers to serve 


The modernization and expansion of the 
Sweeny, Texas, refinery was the largest 
single U.S. project in Phillips history. Left, 
workers apply insulation to a steam line, part 
of the expansion’s more than 150 miles of 
above-ground piping. Above right, is a part of 
the heavy oil cracker, one of the units which 
allows processing of up to 150,000 barrels a 
day of heavy, high-sulfur but less expensive 
crude oils. Right, some of the nearly 4,000 
construction workers who spent more than 
nine million manhours on the four-year effort. 


Freeport. At the end of 1980, Phillips owned nine 
tankers, chartered 10 and had majority interest in two, 
having a combined total tonnage of 1.3 million tons. 
Phillips Pipe Line Company, a subsidiary, is nearing 
completion of a 25,000-barrel-a-day expansion of its 
natural gas liquids pipeline from West Texas to the 
Sweeny refinery on the Texas Gulf Coast. The line will 
accommodate increased volumes of natural gas 
liquids from newly developed reserves in south central 
Texas. Phillips also constructed a 420-mile products 
pipeline between Borger, Texas, and Paola, Kan. This 
new line will retire the industry’s first cross-country 
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multiproducts pipeline laid by Phillips in 1931 and 
will conserve energy used on the pipeline system. 


Phillips made significant progress on its strategy 

of modernizing refineries to process lower-cost, 
lower-quality crude oils into high-grade products. In 
the fourth quarter, construction of major units was 
completed on a $600 million program to modernize 
and expand the Sweeny refinery. The expansion will 
permit the refinery to process heavier crude with high 
sulfur content. It also will increase the company’s 


domestic refining capacity by 40 percent. 

A second major project to process more 
lower-quality, lower-cost crude oils and upgrade 
refinery yields was started at the Borger refinery. 

It is expected to be completed in 1983. A key phase of 
the project involves construction of an atmospheric 
residual desulfurization unit, which reduces 
downstream processing problems caused by sulfur 
and metals in lower-quality crudes. The project will 
cost nearly $400 million and will increase the 
refinery’s capability to process less expensive, 
lower-quality crude oils to 90,000 barrels a day, or 93 
percent of its crude capacity. The changes at Sweeny 
and Borger will enable Phillips to refine a large 
majority of the world’s different types of crude oil and 
make the company a major refiner of heavy crudes. 
These crudes comprise an increasing portion of the 
free world’s remaining oil reserves. 

The company’s crude oil charge to its domestic 
refineries averaged 262,000 barrels a day in 1980, or 
62 percent of rated capacity. Natural gas liquids 
processed at Borger and Sweeny refineries averaged 
159,000 barrels a day. Overall, natural gas liquids runs 
increased 4 percent, compared with 1979. 

Crude oil charge rates were reduced by accidents at 
the Borger refinery in January and June 1980. The 
refinery was totally shut down for 85 days in early 
1980 after an explosion and fire severely damaged 
plant utilities and the alkylation unit. Except for a brief 
shortage of aviation gasoline in early spring, the 
company maintained adequate supplies of products 
through a combination of short-term crude processing 
arrangements with other refineries and exchanges of 
crude oil for refined products. The extended downtime 
at Borger was used to complete several major 
maintenance projects. Decreased U.S. petroleum 
demand and high product inventories also contributed 
to reduced refinery runs. 

The cost of crude oil to Phillips U.S. refineries in 
1980 averaged $32.43 a barrel after the effect of 
federal entitlements, 62 percent more than in 1979. 
The increase was the result of higher world oil prices 
combined with phased price decontrol of U.S. crude 
oil. The cost of natural gas liquids to Phillips refineries 
increased 100 percent in 1980 to $17.06 a barrel. 


The sluggish economy and decline in demand for 
petroleum energy hampered marketing operations 


throughout 1980. Total sales volumes of both gasoline 
and distillates were 3 percent lower than in 1979, 
reflecting the effects of a mild winter, higher prices, 

a decline in consumers’ real purchasing power, 

better overall auto gasoline mileage and energy 
conservation. Sales margins were reduced as 
marketplace competition moderated price increases, 
while raw materials and operating costs continued to 
escalate. Despite a short period of price cuts in the 
third quarter, average wholesale prices at the end of 
the year were 21 cents a gallon higher for gasoline and 
17 cents a gallon higher for distillates as compared 
with the close of 1979. 

During 1980 the company increased distribution 
of gasohol, a blend of 90 percent unleaded gasoline 
and 10 percent ethanol, from three to nine terminals 
in the Midwest and Southeast. The company 
discontinued marketing leaded premium grade 
gasoline as the fuel dropped to around 5 percent of 
total gasoline deliveries. This was down from 36 
percent a decade ago. 

Phillips continued to work with jobbers and dealers 
to streamline operations and improve flexibility to 
meet changing market conditions. Jobbers and 
dealers market 93 percent of the company’s refined 
petroleum products. During the year, 22 marginal 
company-operated outlets were eliminated. 
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With the conflict between Iran and Iraq unresolved, 
world crude oil supply in 1981 is expected to be 
somewhat tighter than the surplus levels experienced in 
1980. Both crude oil and product prices are predicted 
to rise. Higher prices, improved vehicle mileage and 
consumer conservation are expected to keep total U.S. 
demand for petroleum products below 1980 levels. 
Price decontrol of U.S. crude oil and higher world oil 
prices will increase feedstock costs. However, oil 
decontrol plus removal of price and allocation controls 
on gasoline and propane will allow more pricing and 
distribution flexibility and encourage conservation and 
production. 

Phillips strategies for increasing the profitability 
of petroleum products operations in the 1980s center 
on increasing flexibility to meet uncertain feedstock 
supply and market conditions. The completion of 
modernizations of the Sweeny refinery in late 1980 
and the Borger refinery in 1983 will give Phillips 
a greater capability to vary the types of crude it uses 


and to adjust production of petroleum products to meet 
changing customer needs. The company also plans to 
increase its supply and processing capacity of domestic 
natural gas liquids. In supply activities, Phillips con- 
tinues to work with developing countries having large 
hydrocarbon reserves to provide technological 
assistance in return for long-term supply relationships. 
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Petroleum Products Statistics PHILLIPS PETROLEUM COMPANY 


Feedstocks Processed and Products Produced Average Percent 
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Capital Expenditures 


United States 
_ Refining 
__Marketing 
Transportation 


Europe-Africa _ 
Other areas 
Total Capital Expenditures 


Refinery Crude Oil Capac 
i i 

Sweeny, Texas _ 

Borger, Texas 

Kansas City, Kansas 
Woods Cross, Utah _ 
Great Falls, Montana 


JY 
Sweeny, Texas 
Borger, Texas 
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Woods Cross, Utah 
Great Falls, Montana 


e,e 1 T> Sie 
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Millions of Dollars 


1980 1979 1978 1977 1976 
AS22908 Bis05e Pan 160 1s 438 30 
Ce ee Oe SOE. 8 
93 46 17 35 61 

624 co ence Eee. 
ee ee ar. was 16 
$336 423 187 83 110 
Average Barrels Daily 

= _ Capacity _ Runs 
218,000" 110,000 
; i 97,000 48,000** 
on 80,000 75,000 
a ake : 24,000 23,000 
6,000 6,000 

425,000 262,000 

z 27,0009 000 
d : ___ 97,000 94,000 
: 7 78,000 72,000 

a 24,000 24,000 

6,000 6,000 

302,000 287,000 


*Includes in 1980 additions to Sweeny operating capacity as result of current expansion. 
**Borger refinery crude oil charge rates were reduced by accidents in January and June 1980. 


Marketing Outlets 


1979 13,451 
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1976 15,628 | 
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Strong performances from consumer products 
operations in the United States, general chemical sales 
internationally and basic petrochemicals helped 
Chemicals achieve solid earnings in 1980. Chemicals 
manufactures a wide variety of intermediate and 
finished chemical products. 

Net income for the year of $122 million, which 
includes results from equity in earnings of affiliated 
companies related to Chemicals, surpassed all but the 
peak years of 1974 and 1979. Chemicals net income 
accounted for 11 percent of the company’s total 
earnings in 1980, compared with 21 percent a year 


ago. In 1979 Chemicals net income reached a record 
high of $185 million. 

An economic downturn in the United States 
eroded earnings in two key product lines — olefins and 
cyclics. These petrochemicals, basic to the production 
of plastics and synthetic fibers, were among the first 
products to be affected when consumers began 
to defer the purchase of new cars, home furnishings 
and clothing. 

Although the company’s chemical sales strength- 
ened toward the end of the year, cost increases for 
necessary raw materials, supplies and labor could 


not be completely recovered through higher prices. 

Revenues from the sales of plastic pipe and most 
other consumer products exceeded 1979 levels, as did 
those of specialty chemicals. 

By the end of 1980, two new plants were in 
the process of coming on stream. One was a sulfur 
chemical plant at Tessenderlo, Belgium. When 
completed in 1981, it will produce petrosulfur 
compounds for use in agricultural chemicals, mining 
and other chemical applications. Completed during 
the year was a neohexene plant at Adams Terminal 
near Houston to provide chemicals for the flavors and 
fragrances industry. These two new specialty chemical 
plants reflect Phillips strong technological base in 
chemicals for specialized and innovative applications. 


Demand for olefins, used primarily in the 
manufacturing of plastics, slumped in mid-1980, but 
began an upswing in the final quarter of the year. 
Phillips, a major producer of ethylene, was affected 
somewhat less than others in the industry because of 
its U.S. sales contracts. In addition, Phillips benefited 
from a contract to provide technical expertise for the 
Venezuelan ethylene industry. 

Demand for cyclics also slackened during the year, 
reflecting a downturn in sales of nylon and other 
synthetic fibers. Demand began to pick up in the final 
quarter of 1980. Phillips is a leading producer of 
cyclohexane used in nylon. 

Phillips Core complex at Guayama, Puerto Rico, 
operated at 94 percent of capacity during the year. 
The complex produces a variety of petrochemical 
products and motor fuel from naphtha. 

Revenues from specialty chemicals rose to their 
highest levels ever in 1980. The drilling mud additives 
business was sharply improved, reflecting the 
increased worldwide level of exploration activity. 


Generally, revenues from high-purity hydrocarbons, 
solvents and other specialties increased. 


Earnings declined in the company’s plastic resins 
operations during 1980, despite increasing sales 
toward the end of the year. 

Demand for both Marlex polyethylene and 
polypropylene resins was below 1979 levels, although 
the company continued to benefit from the licensing 
of its process for production of high-density 
polyethylene. Agreements were completed with new 
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licensees in Singapore and the United States. 

Sales continued to be strong for K-Resin, a 
clear, shatter-resistant plastic, and Ryton, a tough, 
heat-resistant engineering plastic. 

Capacity was increased at the Houston plant of 
American Thermoplastics Corporation, the company 
subsidiary where plastic resins compounding 
activities are conducted. The Bound Brook, N.J., 
plant, closed in 1979, was sold in 1980. 


Fibers 

Revenues were down during the year, as most 
fibers operations were affected by the slump in the 
textile industry. Also, the remaining assets of 
Revonah Spinning Mills were sold. Demand 
increased for nonwoven engineering fabrics, 
particularly Petromat, used to strengthen asphalt 
paving in roads, aircraft runways and bridge decks. 


Rubber Chemicals 

Sales of synthetic rubber and carbon black declined 
in the U.S. market during 1980, primarily because 
of the low sales in the auto industry. Overall, results 
fell below 1979 levels despite continued strong 
international sales. 

Non-tire rubber sales continued to expand into 
new applications. A light-weight, high-strength 
polyester and fiberglass compound modified with a 
new Solprene elastomer was tested extensively in 
exterior automotive parts. 

Construction of a new Solprene synthetic rubber 
plant was started in Mexico by a company jointly 
owned by Phillips. In the United States the butadiene 
plant at Borger, Texas, was closed because its 
operation was no longer profitable. 


Consumer Products 
Revenues from sales of consumer products were up 
24 percent in 1980, as most product lines proved 
to be resistant to the general downturn in the U.S. 
economy. The leading performer was Phillips 
Driscopipe, Inc., which makes plastic pipe for water 
and sewer systems, natural gas distribution systems 
and many industrial uses. 

Revenues increased slightly for Sealright Co., Inc., 
a manufacturer of paperboard and plastic containers. 
A new quart-size Convocan ice cream container 
proved to be highly popular, and new markets 
developed for the Ultrakan packaging system for 
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dispensing relishes in a major fast food chain and 
yogurt in the dairy industry. 

Strong demand for Poly Slik release paper 
continued to boost revenues for H. P Smith Paper 
Co., which produces coated paper and film products. 

Revenues also were up for Phillips Products Co., 
Inc., principally because of demand for Garden 
Scene plastic flower pots and other planterware. A 
new line of Dura Craft plastic shutters was introduced. 

Business was mixed for Wall Tube & Metal 
Products Co. Auto industry demand was down, but 
sales to the aircraft industry increased. The company 
makes rear bumper assemblies and other fabricated 
metal products for light trucks and stainless steel 
tubing for aircraft, aerospace and industrial uses. 

Interplastic Corporation, acquired early in the 
year, was adversely affected by the recession in the 
marine, automotive and construction industries. 

The firm makes unsaturated polyester resins used 
in reinforced plastics. 


Fertilizers 

Revenues increased in this highly seasonal business. 
Phillips began broadening its ammonium nitrate 
marketing in fertilizers and explosives. American 
Fertilizer & Chemical Co., which operates farm 
supply stores, increased its revenues 18 percent. 


Outlook 

Phillips plans to continue to diversify while 
withdrawing from low performance areas of 
operations, a strategy which proved to be beneficial 
during 1980. Just how Phillips chemicals operations 
fare in 1981 depends a lot on the health of the U.S. 
economy. There are some positive signs. Toward the 
end of 1980, demand began to pick up for cyclics and 
olefins. During the coming year, a 450 million pound 
high-density polyethylene plant expansion will be 
completed at Adams Terminal. This polyethylene will 
be sold to producers of blow-molded bottles and 
injection molded plastics. Strong demand is expected 
in 1981 for plastic pipe, specialty chemicals, drilling 
mud additives and engineering plastics. 

Overseas, the chemicals business is expected to be 
weakened by the general slowdown in the European 
economy. Improvement is not anticipated until 
late 1981. In Latin America, rubber chemicals are 
expected to continue to grow, while exports of plastic 
resins to Asia should continue at or above 1980 levels. 


Chemicals Statistics PHILLIPS PETROLEUM COMPANY 


Capital Expenditures aes: ss = : Millions of Dollars : 
Pile 4a: E90 rs ADI IIS. 1977 1976 
United States pees ten ce ’ 
Basic petrochemicals and specialty chemicals. ~ ae Zee. 338 91 —8i 
Plastic resins oa = Tore 39 66 42 ve 
Rubber chemicals Pinte ie ; Seas Lis 10 8 pai3 
Consumer products al on z 7 29 20 y:: 9 a6 
Fertilizers Z cs ae 2 2 ee. (in z 
Synthetic fibers fs 4 2 2 6 
: a ee 151 98 ize 159 120 
Europe-Africa _ oe ee > ae 28 15 2 ity 1 
Other areas 2 1 2 1 — 
Total Capital Expenditures $181 114 126 161 121 
Principal Chemicals Plants or Expansions Completed During 1980 
Product ie et oe bt Location ____ Phillips Interest _ Additional Gross Annual Capacity 
Benzene : _ Guayama, Puerto Rico | ee Se __ 12,000,000 gallons 
Carbon black ____ Borger, Texas | pa (100 — 5 20,000,000 pounds 
High-density polyethylene! Pasadena, Texas : - 100 ) 80,000,000 pounds 
Synthetic rubber _ _ Borger, Texas. 7 100 — ; x 23,100,000 pounds 
Neohexene?  ————ws—ts—Cts—SC—SCSCSCSPPassnblerna, Texas PTO 3 1,500,000 pounds 


Principal Chemicals Plants or Expansions Under Construction or Authorized at Year-End 


Product 522" Lb» Sah) Location e Phillips Interest | Additional Gross Annual Capacity 
Carbon black Tae Hannover, West Germany : 100% _ ‘: 22,000,000 pounds 
High-density polyethylene! ei “Pasadenaitexasi yes Gear POU = 450,000,000 pounds 
High-density polyethylene? Singapore eee ae YOO. 176,000,000 pounds 
High-density polyethylene ———_Tarragona, Spain. # 45 ___ 132,000,000 pounds 
High-density polyethylene Antwerp, Belgium __ beri £504 * sale ___ 187,000,000 pounds 
Petrosulfurcompounds? _—_Tessenderlo, Belgium ; “S0027°" ) 22,100,000 pounds 
Polyphenylene sulfide _____ Borger, Texas __ me eee A OU 7 ; 3,500,000 pounds 
Synthetic rubber2 ____ Tampico, Mexico | ~ mifiS.ceg00, 96s ee ___ 55,000,000 pounds 
(1) Plant can also produce hor density Pomeihilene 

(2) New plant 
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The long accepted definition of corporate citizenship 
is that profit created by commerce is a certain path to 
social betterment. Profitable companies provide 
jobs and pay taxes, which in turn help support the 
well-being of the community. However, for many 
years Phillips has taken actions which enhance the 
traditional definition of corporate citizenship. 
Frequently this has meant providing leadership 

in community affairs, recognizing employees for the 
time and effort they devote to civic projects, and 
increasing the public’s understanding of how Phillips 
and the petroleum industry can help solve national, 


regional and local problems. To further emphasize 
these programs, Phillips Board of Directors in 
1980 established a Public Policy Committee. 


Phillips increased its involvement in community 
activities in 1980 through several widely different 
programs. One such program involved providing 
more opportunities for young people to learn water 
safety and become better swimmers and divers. 
Working with park and recreation departments, the 
company conducted swimming and diving clinics 

in 20 US. cities. Internationally, the company 
sponsored and conducted seminars for swimming 
coaches in Indonesia, the Philippines and Hong Kong 
and sponsored swimming competitions in Norway 
and Nigeria. At the national level, Phillips sponsored 
the U.S. outdoor diving championships, which in 
1980 were held in Bartlesville, Okla. In addition, the 
company made a commitment to remain the national 
sponsor for the U.S. diving and U.S. swimming 
programs through the Olympic year of 1984. 

In communities where the company has key 
facilities, Phillips increased its financial support and 
advisor assistance to building various community 
facilities. In Bartlesville, Phillips is involved in the 
construction of a multipurpose community center, 
scheduled to be completed in late 1981. In Sweeny, 
Texas, the company is supporting the construction of 
a library/community activities building and in 
Borger, Texas, Phillips is a major contributor to the 
building of a community activities facility. In Dewey, 
Okla., Phillips was involved in the conversion of a 
grade school building into a county adult center. 

Internationally, Phillips supported the Cambodian 
refugee relief effort with funding and technical 
assistance, and contributed to a community 
rehabilitation program in Egypt, scholarship programs 
in Norway and a disadvantaged youth program 
in Mexico. 
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The company added to its educational program with 
the sponsorship of The Search for Solutions film 
series. The nine-part film series was televised by the 
U.S. Public Broadcasting Service and by the end of 
1980 was being shown each month to nearly three 
million secondary school students. The film series is 
designed to encourage youngsters to pursue careers in 


one of the many science and engineering fields. 

In all, Phillips support of educational, cultural, 
youth, health and welfare and civic organizations, 
plus graphic and design support for non-profit 
organizations, totaled $10.7 million. Examples of 
graphic support included the Oklahoma Summer Arts 
Institute and the Mid-America Arts Alliance. 

Phillips support to education through grants, 
programs, scholarships and fellowships increased 76 
percent to $3.5 million. A major reason for the 
increase was a revision in the company’s Employee 
Matching Gift program in which the company matches 
an employee’s or retiree’s contributions to colleges, 
universities and technical schools on a two-for-one 
basis. In 1980 contributions through the matching gift 
program rose more than fivefold to $582,630. 
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Phillips Committed $1461 alee in 1980 for capital 
expenditures on specific projects to protect the 
environment. This was a 26 percent increase from 
the amount of money committed to similar projects 

in 1979. One of the major reasons for this sizable 
increase was installation of new equipment to remove 
pollutants from emissions and treat waste water in 
the modernization of the Borger, Texas, refinery. An 
additional $122 million was spent during the year to 
operate and maintain existing environmental control 
systems, 85 percent more than was spent in 1979. 


cmner¢ GY Ce onservat 

Tolehouts the eo ere Phillips has worked 
hard to use energy more efficiently. A formal energy 
conservation program started in 1973 has become 
more and more important each year as energy costs 
continue to rise. Savings have far exceeded the $202 
million the company has invested or committed to 
energy conservation projects since the program 
began. In 1980, despite reduced levels of activity at 
some refineries and chemical plants, total energy 
savings amounted to an equivalent of 1.6 million 
barrels of oil, enough to provide heat and electricity 
for 40,000 average homes for a year. 

During the year, Phillips expanded a program 
through which employees at company facilities in 
Bartlesville, Houston, Sweeny and Borger can 
commute to work in vans instead of private 
automobiles. More than 20 vans carrying 12 
passengers each are in operation. 


The continued progress of Phillips ultimately depends 
on the quality and commitment of its employees. 
Maintaining a skilled work force is an important 
challenge facing the company. A large number of 
skilled employees hired during the company’s rapid 
post-war expansion will be retiring, putting experience 
at a premium. Secondly, the growth of the energy 
industry will be accelerating, straining the availability 
of skilled people. A 1980 company study estimates 
that half the people working for Phillips in 1986 have 
yet to be hired. 

Phillips is responding to this challenge for quality 


people with programs that aggressively recruit, 
develop and retain employees at virtually every level. 
One example is the Technical Professional Ladder 
Program, begun in 1980. A major purpose of the 
program is to provide advancement opportunities for 
those individuals whose primary interests and abilities 
are in technical, not management, areas. 


Safety 

Because of the growing complexity of the company’s 
facilities, safety programs received increased attention 
in 1980. A top management Corporate Safety Policy 
Committee was set up to coordinate safety programs. 
Managers with line experience were added to safety 
and loss prevention units at group and staff levels, 
while the number of safety personnel was increased 
to support this effort. 

In March a living quarters platform under contract 
to Phillips, Alexander Kielland, capsized in the 
Norwegian North Sea. There were 123 fatalities, one a 
Phillips employee. Investigations are continuing to 
determine the cause of the accident. One other 
employee fatality resulted from a fire at Phillips 
facilities in Puerto Rico. 

The lost-workday incident rate was 0.8 for every 
200,000 employee hours worked, while there were 
3.6 vehicle accidents for every million miles driven. 
The dollar cost of property loss and business 
interruption increased approximately 800 percent, 
mainly due to a refinery fire in Borger, Texas, and 
production losses resulting from the Alexander 
Kielland accident. 


Employment 

Worldwide employment in 1980 increased 7 percent 
to 32,400, of whom 5,800 were living outside the 
United States. Equal opportunity programs continued 
to emphasize hiring, development and promotion of 
racial minorities, the handicapped, disadvantaged 
and women. At the end of 1980, minorities were 

15 percent of all Phillips U.S. employees, compared 
with 14 percent at the end of 1979. 


Nearly 200 employees at the Sweeny, Texas, 
refinery were trained in fire fighting. 
Companywide some 6,200 employees in 
1980 received fire training. 


Training 

Training programs at all levels helped develop the 
skills and abilities of more than 15,600 employees in 
1980. Individual performance reviews continued to 
sharpen employee understanding of company goals 
and expectations, while singling out those factors 
which enhance productivity and job satisfaction. 


Recruitment 

The need for more highly trained graduates led 
Phillips to extend its 1980 recruiting search to 114 
campuses, 19 more than in 1979. Nearly four of 
every five graduates hired in 1980 held degrees in 


engineering or science, reflecting the company’s need 


for energy-related skills. Phillips also stepped up its 
hiring of experienced professionals. These people 


accounted for 50 percent of the professionals hired in 


1980, compared with 9 percent just two years ago. 
Overall, 11 percent of the professionals hired were 
racial minorities. Women accounted for 16 percent. 


Benefits 
Benefits were expanded in 1980 with the addition of 
a dental assistance plan under which the company 
pays the major portion of premiums for eligible 
employees and dependents. Nearly 95 percent of 
eligible employees elected to participate in the plan. 
Overall, the cost of benefits in 1980 averaged 
$10,000 for each employee, or 30 percent of the 
company’s total payroll and benefits cost. Phillips 
benefits were communicated through publications, 
bulletins and retirement planning seminars. 


Suggestion Plan 

Tangible savings from first-year implementations of 
suggestions adopted in 1980 under the company’s 
Suggestion Plan were $8 million as 3,669 employees 
received awards totaling $667,000. Two employees, 
a Norwegian and an American, each earned the 
maximum $25,000 award. 


Health 

Company surveillance programs to detect threats 
to employee health and exposure to chemical and 
physical hazards are now in place in 43 U.S. plants. 


Similar exposure programs were undertaken in seven 


European plants and Ekofisk area operations. 
More than 250 technicians were trained in 
monitoring employee exposure and 90 of them also 


attended courses in industrial hygiene monitoring and 
sampling strategies. The functions of the Industrial 
Hygiene Analytical Laboratory were expanded to 
include analysis of airborne metallic fumes and dust. 


Labor Relations 

Several of our U.S. facilities were affected by an 
industrywide labor strike by the Oil, Chemical and 
Atomic Workers Union. In Europe, two unrelated 
strikes in Scotland and Norway briefly delayed marine 
construction and forced suspension of Ekofisk area 
operations for two weeks. 


Hand-carved crystal, above, was awarded to 
emplovees as part of anew program to 
recognize scientific achievement. Also, Nils 
Eriksen, lower left, and Kenny Klepper each 
received the highest award of $25,000 under 
the company’s Suggestion Plan program. 


Phillips commitment to research and development 30 automated pilot plants that will speed up 
activities in 1980 rose to $84 million in research costs. development of commercial processes and products. 
While this was a 20 percent increase from the $70 e Alternate Energy Building. Designed for experiments 
million spent in 1979, a better understanding of the in such synthetic fuel sources as tar sands, oil shale 
importance and direction of Phillips research effort and lignite coal. This will reduce time needed to 


can be gained by looking at several long-term develop new processes and to evaluate alternatives. 
developments. The most visible is expansion and ¢ Carbon Black Technology Center. Enables Phillips 
modernization of the company’s research center in to consolidate its carbon black research. This will 
Bartlesville. This long-range investment program create more opportunities to develop new technology 
began four years ago and will continue into 1983. and find ways to reduce costs in current operations. 
Four key facilities were completed in 1980: e Patent-Library Building. Provides researchers, 

e Process Development Center. Will contain some scientists, patent attorneys, engineers and other 
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personnel with immediate access to scientific data 
available through computer networks. The library 
also contains more than a million patents and some 
20,000 technical papers and books. 


Exploration and Production Technology 

Basic to the company’s long-term research effort 

is the development of technology— techniques and 
equipment—to optimize production of oil and natural 
gas as well as to enhance the company’s chances 

of finding new energy resources. 

One of the most significant research projects of 
1980 focused on technology for producing additional 
oil from formations such as those of the Greater 
Ekofisk area fields. Rock in some geological 
formations can absorb, or imbibe, additional water. 
This characteristic, called imbibition, is important in 
the waterflood recovery program proposed for the 
Ekofisk field. To obtain imbibition data, Phillips 
researchers duplicated in the laboratory the 
conditions — heat, pressure, rock fractures, pores — 
that exist in the Ekofisk reservoir. 

In recent years, Phillips scientists and researchers 
have developed portable seismic equipment and 
compact sonic waveform logging equipment. In 1980 
Phillips geoscientists completed the development of a 
compact geochemical field lab capable of on-site 
analysis of small samples of oil, natural gas, tar sands, 
oil shale and lignite. These analyses provide quick and 
accurate assessments of the resources. 


ee ns 
Process Research 


Process research is a key long-term development 
area. For example, Phillips has been in the forefront of 
developing new technology for refining thick, heavy, 
high-sulfur crude oils. Such oils account for an 
increasing percentage of worldwide refinery 
feedstocks. In 1980 Phillips researchers completed 
initial development of a proprietary process for 
refining heavy crudes. Company scientists also 
enhanced the company’s metals passivation 
technology, which improves gasoline yields. 
Researchers furthered their investigations of 
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processes to convert lignite coal into liquid fuels and to 
remove from lignite impurities that inhibit combustion. 


Phillips continued expanding and modernizing the 
light hydrocarbon technology that it pioneered in the 
early 1920s. In 1980 researchers developed three new 
catalysts that upgrade Marlex resins. The catalysts 
improve injection and rotational molding, expand the 
market for the resin in extruding pipe, bottles and wire 
sheathing, and extend the use of Marlex resins used in 
low-density polyethylene film. 
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Heat-resistant Ryton film was developed for use 
in making electrical components such as capacitors, 
and as insulation for electric motors and transformers. 
In addition, this polyphenylene sulfide plastic was 
adapted for use in microwave oven cookware. 


A joint venture with Acurex Corporation, a 
California-based advanced technology company, was 
initiated to make and market commercial solar energy 
equipment and systems. Programs moved ahead in 
developing solar energy conversion technology 


embracing photovoltaic cells that convert light into 
electric current. 

Phillips continued to lead the industry in obtaining 
new patents, with 291 awarded in 1980. At the end 
of 1980, the company owned 6,078 active U.S. patents 
and 2,700 active patents in other countries. Various 
processes and technological equipment developed by 
Phillips are currently licensed in 29 countries. 


joint vent 
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Management’s Discussion and Analysis 


Capital Resources and Liquidity 

Financial Position 

The consolidated balance sheet at December 31, 1980 
presented below in a summarized financial position 
format and expressed in percentages is compared with 
the financial position of each of the three preceding 
years expressed in percentages. 

Working capital, after increasing in 1978 as a result 
of the $436 million of funds generated by the sale 
of a minority investment in Pacific Petroleums Ltd., 
decreased as a percentage of total financial position 
assets during 1979 and 1980. This sale accounts in 
large measure for the drop in investments in 1978. 

Working capital at December 31, 1980 reflects 
substantial amounts of cash, time deposits and 
short-term investments ($1.47 billion), and accrued 
income and other taxes ($1.57 billion). While most 
taxes are paid currently, semi-annual income tax 
payments are made to Norway. In April of 1981, 
the company will use a substantial portion of the 
December 31, 1980 cash items to pay Norwegian 
income taxes accrued at year-end 1980. 

Over the last three years, the company’s 
requirements for working capital funds for increased 
investments in properties, plants and equipment, and 
to a lesser extent payment of dividends, retirement of 
long-term debt and to meet other cash requirements, 
have been met in substantial part by funds provided 
from operations. In order to fully provide for this 
increasing demand for funds, the company has utilized 
other sources of funds, primarily funds from the sale 


of Pacific Petroleums Ltd. In 1980, the dollar amount 
of long-term debt increased, reversing the pattern 

of the previous four years. This increase is mainly 
attributable to borrowings for the development 

of the Maureen Field in the United Kingdom sector 
of the North Sea. 


Capital Expenditures 

Phillips operations are capital intensive, requiring 
significant dollar expenditures over long construction 
periods which can range up to several years. Capital 
expenditures were $1.67 billion in 1980, compared 


_ with $1.45 billion in 1979 and $940 million in 1978. 


Phillips authorizes capital expenditures on an 
aggregate project basis, so that the total authorization 
includes amounts which will be spent over the 
development periods of the authorized projects. 

At December 31, 1980, the unexpended amount 
attributable to previous authorizations was $2.6 
billion, up 44 percent from December 31, 1979. 
Among the major projects for which these future 
capital expenditures will be made are completion 

of Greater Ekofisk Development, development of the 
Maureen Field in the United Kingdom sector of the 
North Sea, the Oxbow lignite mine in Louisiana 

and upgrading of the Borger, Texas refinery to allow 
processing of heavier crude feedstocks. 

Phillips has approved a 1981 capital budget of 
$3 billion. As has been the case in previous years, it 
is anticipated that capital expenditures on projects 
authorized under this budget will be made in 1981 


Financial Position Summary 


December 31 - : Millions of Dollars sritee Percentages 
reas eae ae faa leuat Hei ego See _ 1980 1979 1978 1977 
Working capital a ee $ 589% 8.7% L241 15.6 10.4 
Investments: (a) hana) aks Coase 367 55 4.7 4.6 Teo 
Properties, plants and equipment (net) 5.675 84.2 81.8 77.9 76.8 
Deferred charges Aalto ee ete ORy 1.6 1.4 1m) 17 
Total financial position assets 6,739 100.0 100.0 100.0 100.0 
Long-term debi aia jin neosaes 2 698 10.4 iis 13.3 17.0 
Other liability items Li0a 16.3 16.0 16.1 16.2 
1,802 26.7 Zit 29.4 33.2 
Stockholders’ equity $4,937 73.3% te 70.6 66.8 


*Working capital is current assets ($3,694) minus current liabilities ($3,105). 
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and future years. Capital budgets approved in prior 
years were $2.5 billion in 1980, $1.6 billion in 1979 
and $1.3 billion in 1978. 


Funds Availability 

Phillips capital expenditures have risen sharply in 
recent years and are expected to continue to increase. 
Funds from operations are expected to provide a 
substantial portion of the future fund requirements. To 
the extent this source proves insufficient, management 
expects the company will borrow funds either in the 
private or public markets or a combination of both. 
Management believes the company has substantial 
untapped external borrowing capacity, both domestic 
and foreign, and that it is positioned to employ such 
capacity should circumstances warrant. As disclosed 
in Note 6 to financial statements, the company has 
arrangements to borrow $34 million, repayable 
through 1992, and available unused lines of credit 
totaling $301 million. 


Results of Operations 

Net income for 1980 was $1.07 billion, up 20 percent 
from the $891 million earned in 1979. For the last five 
years, Phillips net income increased at a compound 
annual growth rate of 26 percent, while income taxes 
have grown at a 39 percent annual rate. 

Each of Phillips major operations — petroleum 
exploration and production, petroleum refining, 
marketing and transportation, and chemicals —made 
significant contributions to net income during the 


five-year period. Overall, sharply escalating sales 
prices for most products, increased production of 
petroleum liquids and natural gas, and increased 

chemical sales volumes were the principal factors 
responsible for this net income growth. 


Petroleum Exploration and Production 

Phillips petroleum exploration and production 
operations earnings for 1980 were $868 million 
compared with $504 million in 1979 and $423 million 
in 1978. Additional production contributing to earnings 
came from the Greater Ekofisk Development in the 
Norwegian North Sea, the North Slope of Alaska and 
domestic natural gas liquids. 

While the first discovery in Greater Ekofisk was 
made in 1969, it was not until 1980 that Greater Ekofisk 
reached peak production. Phillips interest in the 
Prudhoe Bay Field on the North Slope of Alaska, 
which began producing in 1977 with the completion of 
the Trans-Alaska Pipeline, is now at full production. 
Domestic natural gas liquids production increased as a 
result of an aggressive plant investment program. 

The sales prices of crude oil, natural gas liquids and 
natural gas, both domestic and foreign, escalated 
sharply in recent years. Some average 1980 sales 
prices and the percentage increases from 1979 follow: 
U.S. crude oil, $19.78 per barrel, up 67 percent; 
Europe-Africa crude oil, $35.70 per barrel, up 65 
percent; U.S. natural gas liquids, $15.24 per barrel, up 
99 percent; U.S. natural gas, $1.45 per thousand cubic 
feet, up 19 percent; and Europe-Africa natural gas, 


Five-Year Summary of Net Income _ 


Beeeended December 310) Py 


__ Millions of Dollars 


M80 haere M978 19771976 


Petroleum Exploration and Production 
United States 


i Bee apes 277 2on y § 202 


Outside United States ie 


Petroleum Refining, Marketing and Transportation __ 


PoC oe de Oe eh AO 
BGs Soe egos heesnieh (i242 


Pnited States) 6. See ¢ ied Generel) Saati un OOM wg) Bo 

_ Outside United States 47 48 6 12 1 
64 179 40 72 56 

Worldwide Petroleum GS2) | pOSa Mose AST nik 298 
Worldwide Chemicals ny : Fil Lu, etc OO EROS ery Td 
oF 30 196 26 40 


Other* 


$1,070 891 718 531 412 


*Other includes equity in earnings of affiliated companies, losses from coal, uranium, geothermal and oil shale activities, and gains and 
losses from other corporate activities (including in 1978 net income of $170 from sale of Pacific Petroleums Ltd. stock). 
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Trends —Net Income and Income Taxes : 


eee Net Income é Income Taxes 

Millions Percent Increase Millions Percent Increase 
Year ar ; vy __ of Dollars over Prior Year of Dollars over Prior Year 
1980 Wie S070 Tae 20% 2,170 74 
1979: \ ie 891 24 1,245 26 
IDTSyi" inte pa Coy IO ‘ 35 ae 989 49 
LOWY: 531 29 665 8 
1976 412 Zo 616 48 


$3.14 per thousand cubic feet, up 50 percent. 

While energy production and sales prices increased, 
the major portion of the resulting revenues was 
required to cover higher production and operating 
expenses, exploratory costs, depreciation, depletion, 
amortization and retirement charges, and substantially 
higher income taxes. 


Petroleum Refining, Marketing and Transportation 
Petroleum refining, marketing and transportation 
earnings for 1980 of $64 million, while down 
substantially from the $179 million earned in 1979, 
were still above 1978 net income of $40 million. 
During the last three years Phillips experienced much 
higher raw material costs (refinery throughput costs) 
and slightly lower sales volumes of refined petroleum 
products, while sluggish demand and competitive 
market conditions depressed product margins in 1980 
and 1978. 


Chemicals 
Earnings for Phillips chemical operations were 
$111 million in 1980, compared with $178 million in 


Funds Available and Expended (Millions of Dollars) 


1980 $ 2,304 : : | 376 
1978 1,330 | 1,084 246 

1977 1,461 
1976 1,070 | 


803 267 


HM Funds from Operations [MM Deficiency” 


“Made up by borrowings, sales of assets and reduced working capital. 


40 


1979 and $59 million in 1978. During the last three 
years, chemical production capacities increased and, 
as a result of strong demand for chemical products, 
Phillips was able to increase product sales volumes 
and maintain product margins during 1979 in spite of 
increasing raw materials and operating costs. As the 
U.S. economy turned down in 1980, chemical product 
sales volumes and margins declined. As a result, 1980 
chemical earnings dropped from the 1979 record 
earnings level. Throughout the three-year period, 
Phillips experienced strong export sales. Contributing 
to this strength were U.S. government petroleum 
price control programs which kept domestic feedstock 
costs lower than prevailing world prices and foreign 
exchange rates which benefited other currencies 
relative to the US. dollar. 


Other Operations 

Phillips is engaged in developing new business 
operations in lignite coal, uranium, geothermal and oil 
shale. As expected, these initial efforts have produced 
losses, $34 million in 1980, $20 million in 1979 

and $21 million in 1978. While some commercial 


Return on Average Stockholders’ Equity* 


1980 423.8 
1979 23.3 
1978 2Lie 


1977 18.8 
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16,7 


*Net income divided by average stockholders’ equity. 


Exploratory Costs and Leasehold Impairment ie 


uaiienso Dolan 


nt Ce ae ee 1980 1979 1978 

Geological and geophysical expenses | : ane Pea sisant i Chaar 101 
Impairment of leasehold investments : eCOAT Mol rl sarin 36 
Dry hole costs A - 185 C16 98 
Lease rentals f aes 8 CaO ata Rene ns 
$481 393 243 


developments are underway, initial revenues 
are not expected until the mid-1980s. 

In 1978 Phillips sold its minority equity investment 
in Pacific Petroleums Ltd., a Canadian oil and gas 
company, and recognized a gain, net of applicable 
income taxes, of $170 million. 

Other operations also include earnings of Walton 
Insurance Limited and Phillips Petroleum Credit 
Corporation, equity in earnings of other affiliated 
companies and the results of all other corporate 
activities including interest earned on time deposits 
and short-term investments, and interest expense. 

In summary, Other operations contributed $27 
million to net income in 1980, $30 million in 1979 and 
$26 million in 1978, excluding the sale of Pacific 
Petroleums Ltd. 


Exploratory Costs and Leasehold Impairment 
During the last five years Phillips intensified its 
worldwide exploration for petroleum reserves and 
expanded its search for energy reserves in the United 
States to include lignite coal, uranium, geothermal 
and oil shale. Certain of these exploratory costs are 


Effective Income Tax Rates* 
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1978 57.9 
LOTT 55.6 
1976 59.9 


*Total income taxes divided by pre-tax income. 


required to be expensed as incurred while other costs 
are expensed only upon unsuccessful efforts. A 
comparison of the components of exploratory costs 
and leasehold impairment for the last three years 

is shown above. 


Provisions for Income Taxes 

The provisions for income taxes during the last three 
years increased principally due to higher income 
before income taxes, both domestic and foreign, and 
increased effective income tax rates, mainly foreign. 
The provisions for income taxes as a percentage of 
income before income taxes (the effective income tax 
rate) were 67 percent in 1980, 58 percent in 1979 and 
58 percent in 1978. 


Changing Prices and the Effects of Inflation 
Conventional financial reporting, which is based upon 
historical dollars, does not show the continuing effects 
of inflationary costs and changes in the purchasing 
power of the dollar. Supplemental information 
concerning the impact of inflation is provided on 
pages 66 and 67. 


Percent of Debt to Capital* 


1978 18.2 
LO77 23.4 
T1976 Palys, 


*Debt divided by debt plus stockholders’ equity. Debt is long-term 
debt plus obligations under capital leases. 
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Stock Prices and Dividends 


: 

; 

ee ae Sune : Quarter q 

Morea dulce: Pee First Second. Third Fourth — 

Price Per Share CNS te Ra aie gs i 

TIS8O Highs yc is Sk eeee Reed ieee ae Oe $ 61% 52 49% 62% 

Oy OWI ANS A a elle ae nee z 39% 37% 39% 44%, 9 

1979 High | ais ene . a 3574 39% 43% 50% | 
Low Ue cme Res AR PRIN es } 29%/2 oo2 3/ 41 


Dividends Per Share 


980° Ee 45 45 
1979 BO) aahees 35 35 
Number of Stockholders at January 31,1981 Ree nS 119,529 


Phillips common stock, the company’s only class of voting securities, is traded primarily on the New York Stock Exchange. 
The table shows the high and low sales prices and the dividends paid for each quarterly period during the past two years per 
share of common stock. On March 1, 1980, the quarterly dividend increased to 45 cents a share and on March 2, 1981, 

to 55 cents a share. Future dividends depend on future earnings, the financial condition of the company and other factors. 


Stock Price Trading Range 


aa a a ee ee 


Phillips Standard & Poor’s 


” 
OP 
AUN 


P , —a * = - . 
ee ee ee ee eS a 


eee 


JFMAMJJASOND JFMAMJJASOND 
1976 1977 1978 1979 1980 
meee Phillips Monthly Highs and Lows Wa Standard & Poor’s 500 Composite Stock Index 
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Selected Financial Data 


_Millions of Dollars Except Per Share Amounts _ 


ne! di ce Nt esa EONS Se UNI de eA OND To Rg CT eae Sy 
eee end otner operating reyenues 9) $19,377) 9,503 6,998 6284 5,698 
Net income eee i ae ee oo La inn oo FLOR ute Red ade. 
Demeester COMMON SIOCK cpt ue Ob OAL ie  O6R BAG 270. 
Total assets Cee Gene ee een Oboe yO OIE uly) NO, 242 (Went lao: 
ee ei nn oe tie Ee ero ele aol ne |B eO7 he 2 923 cl oD OL. 
Cash dividends declared per share ofcommon stock 1.80. We COU Mimic ee ON Esco a hon ed abe oer 


*Includes net income of $170 or $1.10 per share from sale of Pacific Petroleums Ltd. stock. 


Report of Certified Public Accountants 


The Board of Directors and Stockholders 
Phillips Petroleum Company 


We have examined the accompanying consolidated balance sheets of Phillips Petroleum Company at December 31, 1980 
and 1979, and the related consolidated statements of income and earnings employed in the business and changes in financial 
position for each of the three years in the period ended December 31, 1980. Our examinations were made in accordance 
with generally accepted auditing standards and, accordingly, included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of Phillips Petroleum 
Company at December 31, 1980 and 1979, and the consolidated results of operations and changes in financial position for 
each of the three years in the period ended December 31, 1980, in conformity with generally accepted accounting principles 
applied on a consistent basis during the period. 


cite thf npr 


— Tulsa, Oklahoma 
February 13, 1981 
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Consolidated Statements of Income 
and Earnings Employed in the Business 


PHILLIPS PETROLEUM COMPANY 


Years Ended December 31 hy at ; Cie Thousands of Dollars 
Pe teataga ie teat ‘ a itl Ay ‘ 1980 1979 1978 
Revenues “Ee ea TS Ga AR Gis oc : 
Sales and other operating revenues $13,376,563 9,502,775 6,997,782 
Equity in earnings of sang rete companies _ a is u) ; 47,218 29,317 “GV 223 
Sale of Pacific Petroleums Lidiy — — 305,974 
Otherrevenues on bis i 289,098 212,658 76,963 
Total Revenues 13,712,879 9,744,750 7,421,942 
Costs and Expenses _ \ 4 
Purchased crude oil and products 6,754,660 4 804,673 3,001 Sie 
Production « and operating expenses Wiis) sata ay main tine sten Cano 1,849, £99 1,402,182 1,116,488 
Exploratory. costs and leasehold impairment 481,407 392/350 242 JOR 
Selling, | general and administrative expenses : J SEN Sy : 420.132 - 366,753 284, 100 
Depreciation, depletion, amortization and retirements 558,596 395,659 315,741 
Taxes other than income te SLAXeS ih Myra : _ 303, 533 149,979 114,852 
Interest and expense on indebtedness. 105; 666 96,568 78,746 
Total Costs and Expenses 10/4 73/193 7,608, 664 5,714,531 
Income before income taxes 3,239,686 2,136,086 1,707,411 
Provision for income taxes 2 A70072 1,244 965 989.293 
Net Income 1,069,614 891,121 718,118 
Earnings Employed in the Business 
At beginning of year _ a 3,553,158. 2,870,514) 9 2a 
Dividends declared and paid (1980— $1.80 a share; i 
1979—$1.35 a share; 1978—$1.20 a share) (274,892) (208,477) (184,785) 
At end of year $ 4,347,880 3,553,158 2,870,514 
Net Income Per Share of Common Stock $ 7.01 Bee 4.66 
Average Shares Outstanding (in thousands) 152,670 154,427 153,987 


See accounting policies and notes to financial statements. 
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Consolidated Balance Sheets PHILLIPS PETROLEUM COMPANY 


ee ee er 0) Thousands of Dollars 
ose IN 979 


Assets vena } pte , j j 
CurrentAssets i is—t* Ce Pe ES aaa ae tae Ae 
Cash, including time deposits (1980 —$1,262,115; 1979—$1,040,092) ===————Ssé«S:i 414,808 1,185,071 
Short-term investments if 2 eM Rerb eat pen a ee RT MS Essie 56,680 114,878 
Fees rotec receivable (lex allowances 1980-.912,670,1979-$15,400)' | 1,481,912 41,431,262 
ie emi ek i eon ea Gs 76 
Prepaid expenses and other current Bee ae ten he COON Means it) MLOeaom ce 51,171 
Total Current Assets 3,693,949 3,386,138 
Investments and Long- Term Rese An ce ech an Wremnrine Men WECM Cane 8G hasO ulin Ne Tels 
Properties, Plants and Equipment (less depreciation, depletion and amortization) MCI ON 5, 675,303 ae ie 512 
Deferred Charges a Gini We ae wa haverae vi 78,944 
Total Assets $9,844 382 8,518,709 
Liabilities b 
Current Liabilities ae ie al i a we atirie, een] 
Accounts and notes payable Meee eee aie have) ’ CF ln Aa ae aaNet (Sy, 320,584 1 261, 091 
Long-term debt and obligations due within o one 2 year Tere Lin tienen hci mage Vater Re, GO 4be: hh 78, 892 
Accrued i income and other taxes Winey Kay: UEC eT ae ak DanC ne ey aaa hal 566, 555 Raley) 209 
Other accruals LE RET anes ete Tae oie CR nme meat | 80,924 
Baar Current Liabilities chi ene a : iM (8, £04,880) 2,678, 116 
Long- Term Debt PR he beN ian yi ‘ PE Den A Ein OREN wees GOS 240 |r hy G48 359 
Other Long- Term Liabilities evan ie nA te cline tO,.080. Ne ise) 410 
ee ies 5,024 90,836 
Accrued Contingent Liabilities LATE Ur Oh a oceL A (W . ae ae (OMGGE 2Gr en tas, 291 
Deferred Income dexeshin ick Ce if ee an . a ‘ cle ue i i i i : nN ; 490, 425 i “463,676 
Other Deferred Credits PO acy act Me Re ee ea aR TR Tries hai 90, TRON 74,680 
Minority Interest in Consolidated Subsidiaries a nce inte SB OM ne t02t 
Total 4,907,027 4,261,482 
Stockholders’ Equity | oti i : Rit i rue ae a Geet 
Common Stock ($1. 25 par value) : i TOR ee idetaeeatieat UM ey ANS Crt A PAP RIA LON 
Shares authorized (200,000 ,000) EU Ne a AUT ests ick) WEN PORES Hoe Re ah 
Shares issued (154,449,429) PUPA Gk emt enieke ee eee te Oe L198 062 
Capital i in Excess of Par Value of Common Stock - aa CD He UEM Leg ee PMS BR a EN Lt 511,262 511,305 


Earnings Employed i in the Business 4 347,880 3, 553,158 


cel 5,052,204 4,257,525 
- Treasury Stock (at cost) (1980—2,269,197 shares: 1979—21,698shares) = (114,849) _ (298) 

Total Stockholders’ Equity 4,937,355 A257 221 
Total Liabilities and Stockholders’ Equity $9,844 382 S016. 209 


The company follows the successful efforts method of accounting for its oil and gas operations. 
See accounting policies and notes to financial statements. 
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Consolidated Statements of Changes 
in Financial Position 


PHILLIPS PETROLEUM COMPANY 


YearsEnded December31 


Thousands of Dollars 


Funds Provided from Operations Consisted of 


Net income 


Net income from sale. of Pacific Petroleums Ltd. 


Non-cash items included i in earnings, as follows: 


Depreciation, depletion, amortization a and retirements 
Dry hole costs and. leasehold l impairment 


Other 


While Funds Were Expended for _ 


Properties, plants. and equipment 


Investments 


Reduction oflong tenmiuen once iam 


Dividends to company stockholders in : 


Purchase of company stock a) ji : | 


Other 


Which Left a Deficiency of 


Additional Funds Were Provided from 


Long-term Ones 


Sale of Pacific Petroleums bi 


Sale of other investments _ 


Proceeds er ee 


Other 


Which Resulted in Increased (Decreased) Working Capital of 


Working Capital Changes 


Increase (Decrease) in Current Assets _ 


_ Cash and short-term investments _ 


Accounts and notes receivable _ 


Inventories 


__ Prepaid expenses and other current assets 


( Increase) Decrease in Current Liabilities | 


_ Accounts and notes payable 


_Long-term debt and ‘obligations due within one year i 


Taxes and other accruals 
Increase (Decrease) in Working Capital 


" 1980 1979 1978 
$1,069,614 —- 891,121 718,118 

Pet: ee ee i See Be (169,901) 
558,596 395,659 315,741 

Teel 279,342 251,840 133,581 

20,354 52,888 86,588 

1,927,906 1,591,508 _1,084,127 

: ; 1,666,060 ——‘1,453,691 940,183 
Sy oe 146,892 = 1 s08or 18,734 
66,495 83,800 136,354 

dems! ne ; ee 274,892 208,477 184,785 
He ( ia ees teh a a 
35,181 37,672 49,776 

2,304,133" 1,823,501 1820;8a2 

376,227 231,993 245,705 

ey (gOS 118) 30,339 3,378 
Cs ae OM Ba Att 60,346 50,553 
Hime me eek 435,656 
s ; - 68,548 35,824 13,107 

89 15 23,452 

5,158 22,614 42,536 

257,324 149,138 568,682 

$ (118,903) (82,855) 322,977 

: ak STL SOO a umlodeeg 808,853 

i ie (9,350) 586,237 54,477 

Wades 92,358 92,587 12,913 

53,264 (17,863) (10,543) 

: (59,493) (463,961) (123,261) 

nin one | 18,434 6,126 (6,019) 
(385,655) (450,361) (413,443) 

$ (118,903) (82,855) 322,977 


See accounting policies and notes to financial statements. 


Accounting Policies 


Consolidation Principles and Investments— The 
consolidated financial statements include the accounts of 
companies owned more than 50 percent except for an 
insurance company and a credit company. Investments in 
these two companies (see Note 1), in companies owned 20 
percent to 50 percent, inclusively, and in corporate joint 
ventures are accounted for using the equity method of 
accounting (affiliated companies). Investments in other 
companies are carried at cost except that equity securities 
for which quoted prices are available are carried at the 
lower of aggregate cost or market. 


Inventories — Crude oil, petroleum products, chemicals and 
merchandise are priced at cost, which is lower than market 
in the aggregate, mainly on the last-in, first-out (LIFO) basis. 
Materials and supplies are priced at or below average cost. 


Oil and Gas Exploration and Development — Oil and gas 
exploration and development costs are accounted for using 
the successful efforts method of accounting. 

Property Acquisition Costs —Oil and gas leasehold 
acquisition costs are capitalized. Leasehold impairment 
costs are recognized based upon unsuccessful exploratory 
experience. Upon discovery of commercial oil or gas 
reserves, leasehold costs are transferred to producing 
leasehold costs. 

Exploratory Costs —Geological and geophysical expenses 
and the costs of carrying and retaining undeveloped 
properties are charged against income as incurred. 
Exploratory drilling costs are initially capitalized 

as incurred. If exploratory wells are determined to be 
commercially unsuccessful (dry holes), applicable 

costs are charged to expense. 

Development Costs —Costs incurred to drill and equip 
development wells, including unsuccessful development 
wells, are capitalized. 

Depletion —Leasehold costs of producing properties 

are depleted on the unit-of-production method based on 
estimated proved recoverable oil and gas reserves. 
Depletion of intangible development costs is based on the 
unit-of-production method using the estimated proved 
developed recoverable oil and gas reserves. 


Depreciation and Amortization — Depreciation and 
amortization of properties, plants and equipment, including 

- assets under capital leases, are determined by the group 
straight-line method, individual unit straight-line method and 
the unit-of-production method, applying the method 
considered most appropriate for each type of property. 


Property Dispositions —When complete units of 
depreciable property are retired or sold, accumulated 
depreciation is reduced by the applicable amounts and any 


profit or loss is credited or charged to income. When less 
than complete units of depreciable property are disposed of 
or retired, the difference between asset cost and salvage 
value is charged or credited to accumulated depreciation. 


Non-Mineral Leases— Capital lease obligations are stated 
primarily at fair value at inception and accounted for as 
properties, plants and equipment and as obligations under 
capital leases. 


Dismantlement Costs—The estimated costs, net of salvage 
values, of dismantling facilities are accrued currently, using 
the unit-of-production method and the straight-line method, 
applying the method considered most appropriate for each 


type of property. 


Foreign Currency Translation— In general, current assets 
(except inventories), current liabilities, long-term receivables 
and long-term debt are translated to U.S. dollars at currency 
exchange rates prevailing at balance sheet dates. 
Inventories, other assets and liabilities are translated at 
historical currency exchange rates. Revenues, costs and 
expenses are translated monthly using current exchange 
rates, except for costs related to balance sheet items which 
are translated at historical rates. Exchange gains and losses 
including gains and losses on forward exchange contracts 
are included in income in the period in which they occur. 


Retirement Income Plans— Current service costs and 
amortization of prior service costs for defined benefit plans 
covering U.S. employees are accrued based on actuarial 
studies. Prior service costs are amortized over 10 years for 
the parent company plan and 20 to 25 years for plans of 
subsidiary companies. The majority of plans for employees 
outside the United States are fully insured and are accounted 
for on a cash basis. 


Interest Costs— Interest costs relating to significant 
long-term capital projects are capitalized. 


Income Taxes —Deferred taxes are provided for all 
significant timing differences in the recognition of revenues 
and expenses for tax and financial purposes. The allowable 
investment tax credit is applied currently as a reduction of 
the provision for income taxes. No provision for U.S. income 
taxes is made on undistributed earnings of certain 
companies and corporate joint ventures because of 
reinvestment plans for such funds. 


Net Income Per Share —Net income per share of common 


stock is calculated based upon the daily weighted average of 
the number of shares outstanding during the year. 
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Notes to Financial Statements 


Note 1— Accounting Changes 

In 1980 the company adopted the policy of excluding from consolidation certain companies, more than 50 percent owned, 
whose business activities are unrelated to the consolidated group, and accounting for such companies on an equity basis (see 
Note 4). The policy was applied to Phillips Petroleum Credit Corporation (Credit), which was formed in 1980. Walton 
Insurance Limited (Walton) was removed from consolidation at December 31, 1980. This change had no effect on earnings in 
current or prior years and the financial statements have not been restated. 


Commencing in 1980, interest costs relating to significant expenditures for the construction of properties, plants and 
equipment were capitalized pursuant to Financial Accounting Standards Board (FASB) Statement No. 34, “Capitalization of 
Interest Cost.” The amount of interest capitalized did not have a material effect on net income for 1980. 


Note 2—-Costs and Revenues Relating to Oil and Gas Producing Activities 

Costs and revenues relating to oil and gas producing activities in 1980, 1979 and 1978, are presented on pages 60, 61 and 62. 
Note 3— Inventories 

Inventories at December 31, consisted of the following: 


Thousands of Dollars 


Crude oil, petroleum products and chemicals _ bg TG es Wa Set aoe Cpa! id oat $509,038 458,803 
Merchandise 20,281 19,934 


529,319 478,737 


Materialsand supplies 10. Uy al en Ste eae 166,795 125,019 
$696,114 603,756 


The cost of inventories calculated by the first-in, first-out method exceeded the stated value of inventories determined under 
the last-in, first-out method by approximately $860,000,000 at December 31, 1980 and $643,000,000 at December 31, 
1979, 


Note 4— Investments and Long-Term Receivables 
Components of investments and long-term receivables at December 31, were as follows: 


Thousands of Dollars 


Lande sik Ot ea ete Oo ee : Joa ‘ el 1980 1979 
Investments in and advances to affiliated companies cus ‘ i $280,662 152,046 
Other investments. Sab RON a bea iw mre hie bs 12,224 47,132 


74,473 76,937 
$367,359 276,115 


Long-term receivables 


At December 31, 1980, investments in affiliated companies exceeded the company’s equity in the net assets of such 
companies by $14,740,000; of this amount $10,148,000 is being amortized. Earnings employed in the business at December 
31, 1980 and 1979, include $110,079,000 and $4,461,000, respectively, relating to undistributed earnings of affiliated 


companies. Dividends received from affiliated companies were $26,721,000 in 1980, $24,285,000 in 1979 and $18,517,000 
in 1978. 


Included in investments in affiliated companies are Credit, which purchases certain accounts receivable from Phillips with 
funds obtained from the sale of commercial paper, and Walton, which participates in the international reinsurance business 
including insuring certain Phillips risks. At December 31, 1980, Credit held accounts receivable acquired from Phillips totaling 
$125,978,000 and had outstanding commercial paper of $102,535,000. Condensed financial data and the company’s equity 
in net income and net assets of Walton follow on page 49: 


: Thousands of ‘Dollars. 


1980 1979 1978 


Premiums earned from: 


International reinsurance. a 5; AC) git aes Cle nea Ser net ty $ 50, 455 ae 34,644 20,636 
Phillips ee, CG ee a ans ee Mate ek So0 tl ly are ag B07 
Investment income ' ial Sinesiae ae cea aie ; ay Tine a 14, 842. Mi 10, 943 | 5, 170 
ee a a ee inh Cen tea te g00) | 2a ian. a di 719 
Total assets EP CUM Clete be ls Oise esa 128 B06 A) 
Net assets pits ACE CU ene Cueh oa abn si 80.689) (76.155 


Note 5—Properties, Plants and Equipment 
The company’s investments in properties, plants and equipment (at cost, except for capital leases) at December 31, are 
summarized as follows: 


_ Thousands of of Dollars 


LE RIP SS ie a Tien siti TNT I RLV SATE eee a Net ina 1980 1979 

Energy resources nae Hise) See 1 Lig ass i eal Petar bs Ai $5, 493, 981 4, 665,450 
Petroleum Products i Gate neh rhe 2 COA S10 > 4q0 
Come onic ROC Manton QCM Cad eee Ane ata OT3 
Other ie AO Tero (ye hee riogs 
PR Ney ere el Cok ie uh Hea D106: 009 Wh D5.836 

Less accumulated depreciation, depletion and amortization ei Ee RN GR nt ae aes Ie 3.430.706 2.977 826 


$5/675,3032)'4°777, 512 


The above schedule includes assets under capital leases and related accumulated amortization of $174,208,000 and 
$106,099, 000 for 1980 and $192,040,000 and $104,541,000 for 1979. 


Note 6—Long-Term Debt 
Long- term debt due after one year at December 31, consisted of the following: 


_ Thousands of Dollars 


1980 1979 

Be es Pae 2000 ee iy ek Re Om Wi nha 00 SEO 000 50,000 
7%% Debentures Due 2001 . LO Mn Get RU ANOS SG NRT SUG eM SY toh iu itd 175,459 175,418 
6% % Guaranteed Si Sinking Fund Debentures Due 1981 ; DGGE eM Rea eb t ein O20) 
5%% Marine Terminal Revenue Bonds, Series 1977 Due 2007 Vive. Ha Pde apt melaeeae Soka ee eae H 20, 000 20,0 000 
Notes payable to banks, insurance companies and others: LION ed ea ICRC ana eon MAL ea NOIR te 
Oe ieee duetrcugh 998 1 be co Un innit: boc (aan IRM R lileel | MAES OO tilt 

— At8%%-16%%duethrough1991 LUNE At Crt puerta Gey ia ae Boden (ay sO 20 
At 4% -8% due throng hI LN Ora nr ebay SueWi ey FEES E AELP aD CL nes LRA ERC Ca ae 798 153,424 
Pee lesions Mvp n CANAL EC Ny ORR STL ie 20ei i837 


$698,240 648,352 


| *Includes the U.S. dollar equivalents of notes payable denominated in foreign currencies of $8,882 in 1980 and $28,257 in 1979. 


Maturities of long-term debt for the next five years are: 1981 — $42,824, 000 (included in current liabilities); 
1982 —$22 905,000; 1983— $25,602,000; 1984— $38,665,000; 1985— $36,697,000. 


Arrangements existed at year-end 1980 for the company to borrow an additional $34,000,000 to finance a portion of its share 
of expenditures for the development of the Maureen Field located in the United Kingdom sector of the North Sea. Repayment 
will commence in 1984 and continue through 1992. Interest rates will change periodically over the life of the borrowings and 
will be based on the rate offered by prime banks in the London Interbank Market increased by an applicable margin. 
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The company also has available unused lines of credit totaling $301,250,000 for which it pays no commitment fees. The terms 
and conditions of any borrowing on these credit lines are normally agreed upon at the time of borrowing. This amount may 

be used as support for issuance of commercial paper or other short-term borrowing arrangements. These credit lines can be 
withdrawn or renewed at the option of the bank or canceled at the option of the company. 


Note 7—Other Long-Term Liabilities 
Other long-term liabilities consist of accrued liabilities for dismantling facilities, principally exploration and production. 


Note 8—Non-Mineral Leases 
The company leases bulk and service stations, tankers, computers and other facilities and equipment. These leases involve 
both capital and operating leases. 


Capital lease data and minimum rental payments under operating leases having initial or remaining noncancelable lease 
terms in excess of one year as of December 31, 1980, follow: 


Thousands of Dollars 


Capital Operating 


10S) eye ON ON TGS Oa ne ce eae a on | ' Baie) $ 24,203 24,948 
1982) Se ae ee CUO iia 1.cyt: aan nee er Ban 21,041 19,604 
1983).0 00) SS ee eS Range ee F haere ‘ ae 16,066 16,927 
198400 Se an ‘ : He) ja ee 14,201 12,953 
1985 i a Rit ays oaio Bena Ny Bh etahs j 13,216 6,557 
Remaining years a re NS ae ee Ce 30,093 30,192 
Total* 118,820 Atel 
Less estimated executory costs 1,042 
Net payments Li Ate 
Lessimputed interest ’ 25,120 
Present value 92,658 
Amount included in current liabilities = =» eras ree 17,634 
Obligations under capital leases $ 75,024 


*Minimum payments have not been reduced for minimum sublease income due under noncancelable subleases in the amounts of $17,328 for capital 
leases and $8,515 for operating leases. 


Rentals for all operating leases for the years ended December 31, follow: 


Thousands of Dollars 
1980 1979 1978 
$64, 158), 295) 656 42,693 


Minimum rentals 


Contingent rentals tet ai ne ee 199 279 362 
Total rentals 64,357 - 55,935 “43a 
Less sublease rentals Ses el ee Lae ie nies ey To T1210 a 8,695 12,540 
Net rentals $53,147 -47240° -30:5u5 


Note 9—Litigation and Contingent Liabilities 

A number of legal proceedings are pending in various courts or agencies in which the company or a subsidiary appears 

as plaintiff or defendant, including civil class action suits filed by the states of Florida, California, Arizona, Oregon and 
Washington (all consolidated for pretrial procedures in the U.S. District Court at Los Angeles, California) against numerous 
petroleum companies, alleging extensive violations of the antitrust laws relating to the production and refining of crude oil, 
and the transportation and marketing of crude oil and refined products. 


At December 31, 1980 and 1979, the company was contingently liable for $48,817,000 and $27,133,000, respectively, of 
obligations principally of companies in which the company had a minority interest. In addition, the company had contingent 
liabilities at both dates with respect to agreements with pipeline companies in which it or its subsidiaries hold stock interests 
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whereby it might be required to provide such companies with additional funds through advances against future transportation 
charges to the company for transportation of petroleum liquids, natural gas and refined products tendered by the company to 
the pipeline companies. 


While it is not possible at this time to establish the ultimate amount of liability in respect to contingent liabilities, including 
those related to legal proceedings, the company is of the opinion that the aggregate amount of any such liabilities for which 
provision has not been made will not have a material adverse effect on its financial position. 


Note 10— Taxes 


Thousands of Dollars” ae 


| a 1980 1979 1978 
Taxes other thanincome taxes | Mites i ; : UA peel i 
Property _ Oe i te ee mtn Cee GAG Tel Wd Seta, tsa tit 
Gross production BRAM ea ts ec) Resi eas ath ana eae tanks Meare hd er deh Lear ea 196, Otte 54, 870° ee 40, 918 
I ee Sela tein cuneate Uh ne ic Ml oe of Path 38,884 _ at Bo 785 ren 27, 461 


Other 27,365 — (O5 512. 13,362 
303,533 149,979 114,852 


Income taxes 


Federal _ ere Nee tes ! AER Nowa 
ee Ge ee i ee Cer ON i ah aoa aot Ni Dea O72 (Nea 762 
Deferred TR gee U1 057 10) 46,462 
Met aia Oe Z 
ey to en aem 1) 910980 ely Sa2 
Deferred _ Pe NC eA te oC ee matey Joy Cee He CRO OE) OK (ROOT ss TS GB4 
State and local (current) 44.872 28,895 24.5 583 
2,170,072 . 1,244,965 989,293 
Total taxes charged to income PORN OOO nt oom, oe wks ROS LES 
Excise taxes collected on the sale of petroleum products and paid to taxing agencies 140, 578 155, 630° 175) 663 


$2,614,183 1,550,574 1,279,808 


Deferred taxes on timing differences recognized were: _ 


Excess of tax over financial depreciation _ Rest) eee en $_ 97, 304 we 75, 120 u 69, 930 
Excess of intangible drilling and certain other costs over financial provisions | MAR CSD cho eau ie ) ES Oa 44, 444 ; 29, 123 
Financial provision for dismantlement eae. Sp ANABRR ALS, «NN Ct (92,102) a ee 503). 23 097) 
Other iy EA sat pam DAN (43,835) (1,045) (13,540) 

$. 10,497 81,016 62,416 


A reconciliation between the provision for income taxes and the amount of income tax determined by applying the federal 
statutory rate toi income before it income taxes follows: 


Thousands of Dollars ‘Percent of f Pretax Ir Income 
i. : rate a Maat is ag ae ee 1980 oe 1979 tcl 1978 Ca 1980 1979 | rin 1978 
Income before i income 2 taxes: 
United States ie Ue ee toe erat BOs S45) Guest 7a ii) aide | Shon in ol.3 
Outside UnitedStates ene hee Cea eer LOOT DAT Weim ea eT any 6G O0 GQ WORT 
$3/239,.686 2,136,086... 1.707411 100.0% 100.0 100.0 
Federal statutory income tax PN Ue ee eae 200 982,093) ) jOL2, 997 a) 46:07 -"'46.0 48.0 
Foreign taxes in excess of federal st statutory rate Te eel aos 936. exp a0 18 Tie 244, 969 ‘ ae Chone 15.9 9 eta. 4 
Investment and energy tax credits Tg PE EEN COUNE Die (69: 591) (90,369) ) 0 (2.4) No.2) io: 0) 
Other ‘a8 990 (8,223) (24,864) ot (.4) (1.5) 
$2,170,072.) 1.244965 989,293 67.0%) O83 57.9 
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At December 31, the company’s equity in undistributed earnings of certain companies and corporate joint ventures (exclusive 
of amounts which if remitted in the near future would result in little or no tax because of available tax credits and other 
deductions) for which deferred taxes have not been provided because of reinvestment plans for such funds, approximated 
$238, 851,000 for 1980, $183,920,000 for 1979 and $146,282,000 for 1978. 


The Internal Revenue Service has examined the company’s U.S. income tax returns through 1969 and all deficiencies have 
been settled. The company is of the opinion that any adjustments made to the company’s returns for subsequent years will not 
have a material effect on the financial position of the company. 


Note 11— Stockholders’ Equity 
Changes in common stock and in capital in excess of par value of common stock follow: 


Common Stock ; Thousands of Dollars 

Shares Capital in Excess 

Shares Held in Shares of Par Value 

Rata gs eat ts te : x Issued _ Treasury Outstanding of Common Stock 

December aie 1977 rea La ertaret yen: 3 é 153, FLT{3OM) 23,396  ~ 153,694,413 $488, 773 

Sold to Thrift Plan Trustee” an 585,600 ee 585,600 17,867 

Contributed to the Trust Fund under the Employee Stock Meets shies 

Ownership Plan” ee eet eaee ape cat 146,020 146,020 4,652 

Issued under Incentive Compensation Plans | (680) 680 9 

December31,1978 Lee i | 154,449;429 (22,716 154,426,713 HH) 511,301 

Issued under incentive Compensation Plans (1,018) 1,018 4 

December 31,1979 _ Oey cal 154,449,429 21,698 _ 154,427,731 511305 
Purchased for the treasury. iene iy RoRne 2,290,176 (2,250,176) 

Issued under Incentive Compensation Plans - (2,677) 2,677 (43) 

December 31, 1980 154,449,429 A2OP19T) i b2 E0232 $511,262 


Note 12-—- Maintenance and Repairs 
Maintenance and repairs charged to expense amounted to $360,081,000 in 1980, $280,055, 000 in 1979 and $225,279,000 
in 1978. 


Note 13—Retirement Income Plans 

The parent company and its subsidiaries have defined benefit retirement plans covering substantially all employees. Plans for 
U.S. employees are being funded based on pension costs accrued as determined by actuarial studies. The majority of plans for 
employees outside the United States are fully insured. Charges against income for the funding of defined benefit plans were 
$95,780,000 in 1980, $91,219,000 in 1979 and $55,222 000 in 1978. The 1979 increase includes $27,024,000 for the 
parent company plan because of increasing the level of funding to the maximum allowable. 


Accumulated benefits and net assets of plans for U.S. employees at January 1, are presented below: 


Thousands of Dollars 


ay ieee AA P Parent Company Subsidiary Companies 
1980 1979 1980 1979 

Actuarial present: value of accumulated p plan b benefits: ; a es i 
_ Vested RR re ee ek fee $493,985 446,989 32,267 28,652 
Nonvested 49,592 68,925 976 838 
$543,577 515,914 33,243 29,490 
Net assets available for benefits $720,013 578,960 34,039 26,417 


The assumed rates of return used in determining the above actuarial present values of accumulated plan benefits are 
8 percent for the parent company plan and 6 percent for plans of subsidiary companies. 


Note 14—Employee Stock Ownership Plan 

In 1976, the company adopted an Employee Stock Ownership Plan, effective January 1, 1975, for eligible employees of 
Phillips Petroleum Company and certain subsidiaries. The plan is funded by an additional 1 percent investment tax credit 
available for such purpose under the provisions of the Tax Reduction Act of 1975. The Act permits this 1 percent tax credit 
if an amount equal to the credit is used to provide company stock for employees; therefore, the plan has no effect on 

net income. 


Effective January 1, 1979, the plan was amended to permit eligible employees to make contributions for 1979 and subsequent 
years. The company is permitted to claim an additional one-half percent tax credit, provided it is contributed to the plan and 
matched by employee deposits. Under present provisions in the tax law the tax credits are permitted through 1983. 


Note 15 — Incentive Compensation Plans 

The Incentive Compensation Plan, adopted in 1965, provides for awards to key employees in recognition of outstanding 
contributions to the company’s success. Awards, as approved by the Board of Directors, may be in the form of cash or shares 
of the company’s common stock and the aggregate amount of the awards may not exceed 3 percent of the amount by which 
net income for that year exceeds 6 percent of borrowed and invested capital as of the previous year’s end. Provisions of 
$6,805,000, $7,593,000 and $5,008,000 were made against earnings in 1980, 1979 and 1978, respectively, in connection 
with the operation of the plan. The provisions were substantially less than the maximum permitted under the plan. 


The Long-Term Incentive Compensation Plan, adopted in 1978, provides for the granting of contingent awards to certain key 
employees as incentives to improve the company’s long-term profitability and growth. The amount of awards to be paid is 
determined, at the close of each performance period, on the basis of performance measurement criteria established by the 
Board of Directors at the beginning of the performance period. Performance periods have a duration of not less than three 
years. The aggregate awards for any performance period may not exceed 15/100 of 1 percent of the number of shares of the 
company’s common stock outstanding on the first day of December preceding the period, multiplied by the number of years 
in the period which are not included in a previously established performance period. Provisions of $5,994,000, $4,956,000 
and $1,644,000 were made against earnings in 1980, 1979 and 1978, respectively, in anticipation of awards which may 
become payable under the plan. 


Note 16—RKesearch and Development Costs 
Research and development costs charged to expense were $84,259,000 in 1980, $70,341,000 in 1979 and $58,246,000 in 1978. 


Note 17 — Foreign Currency Translation 

Foreign currency translation gains and losses, other than those related to income tax accounts, are included as appropriate 

in equity in earnings of affiliated companies and costs and expenses. Income taxes applicable to such gains and losses and the 
translation effects on income tax liabilities are included in the provision for income taxes. Exchange gains and losses, including 
translation gains and losses, net of tax effects, reduced earnings $16,918,000 in 1980, $13,838,000 in 1979 and $28,070,000 
in 1978. 


Note 18— Sale of Interest in Pacific Petroleums Ltd. 

In November 1978, the company sold its 10,326,321 shares of common stock of Pacific Petroleums Ltd. (Pacific), representing 
48.2 percent of total shares outstanding, at a price of $55.50 per share, which was equivalent to $65.02 (Canadian) per share. 
As a result of the sale, net income increased $169,901,000 ($1.10 per share), after deducting income taxes of $136,073,000. 
Equity in earnings of Pacific amounted to $38,150,000 in 1978. : 


Note 19— Segment and Geographic Information 

The company is involved primarily in Petroleum and Chemicals operations. Petroleum operations are fully integrated and 
involve the discovery, production, transportation and refining of crude oil and natural gas together with the subsequent 
transportation and marketing of products derived therefrom. This segment also provides feedstock for the production of 
petrochemicals. Chemicals operations involve the manufacture and marketing of a broad range of petroleum-based chemical 
products including synthetic rubber, carbon black, plastics, fertilizers, synthetic fibers and other products. The Other segment 
includes mainly coal, uranium, geothermal and oil shale activities. 
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Segment and geographic information for 1980, 1979 and 1978 is presented on pages 55 and 56. A reconciliation to the 
financial statements follows: 


ee sae ut Millions of Dollats iam | 
alee oe NetIncome. 2. i tae 
. | 1980 1979) 1978 ea 
Operating profit a aN PSG ee ee ene ee Ene 
Identifiable assets j¢ 20.00 ase enn ae eee De ee er 5,369 
Equity in earnings and assets of affiliated companies ~~ A 29 a ee 
Sale of Pacific Petroleums Lids) sa) a ee terre eee eet ee in) ‘ 
Otherrevenues® a) De ne ca CSN TONS ON 
General corporate expenses, interest andincometaxes (2,407) (1,454) (4,152) 
Corporate assets 1,743. * LS3s0n ia 
$1,070 891 718 9,844 8519 6,834 
Return on average total assets 11.5% 12:0 11.8 


Sales and other operating revenues by business segment and by geographic area include both sales to customers outside 

the consolidated companies and sales within the consolidated companies which are generally at market value. In computing 
operating profit, none of the following items have been added or deducted: equity in earnings of affiliated companies, general 
corporate revenues and expenses, interest and income taxes. The company’s share of assets and earnings of affiliated 
companies, which are vertically integrated with operations of the company, is not material. 


Identifiable assets by business segment and geographic area are those assets that are used in the company’s operations in 
each segment or area. Corporate assets are principally cash and short-term investments. 


Intersegment and intergeographic sales and profits in inventory are eliminated in determining consolidated revenue and 
identifiable asset totals. 


Selected Quarterly Financial Data _“Unaudieament (2 a 

______ Millions of Dollars Except PerShare Amounts 
Sales Income Net Income 
and Other before Per Share 
Operating Income Net of Common 
Revenues Taxes Income Stock 
1980 Tutt yok oro). Oye Gotten Oe dee ie 
Firstquarter Ss Cee ee 
Secondquarter ie ee 
Thidquater eee ee 
Fourth quarter 3,778 726 287 1.89 
S337 7. 3,240 1,070 7.01 

1979 | 

Firstquarter Ee Se SS SG a Ngati en iat ce cen ee 
Third quarter ne: 20 ERR er Wea nn i pe acetal tee) SiO aL ae eee 
Fourth quarter , eas) ae Geen Oe ems 1.98 
$ 9,503 2 136 891 Bune 


*In the second quarter the Norwegian government passed tax legislation which increased income tax rates retroactive to January 1, 
1980. As a result, first quarter earnings as originally reported were reduced $54 (35 cents a share). 
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Analysis of Results by Business Segment 


Years Ended December 31. ee ee GPRS i TN Cae Oe a sete AW, rh _ Millions of Dollars i 


ee Per noeo: 1) Oe OVO Fria a 1978 
Sales and Other Operating Revenues to Outside Customers a 


Petroleum operations—United States fa we ae ee oe rs 8, a i tS, 806 — aes 4317 
Petroleum operations—outside United States EPP ARE eS ene. these nabion 2 345 aaa 1 611 aR MERE © 274 
Chemicals Po reste yy Cari OES RUM caine AC utacrM Un tunity CNG Tank RBH ALLL U§ Ve 249 era Wes 057 gaan nt 384 


Other ; 36_ 29 23 
13,377 9,503 6,998 


Sales within Phillips between Segments 


Meee tons United States eae be ae 
Sean < operations — outside United States Dee ce Sep TTT PON SEN Rae COOMA Rat Ce 2 es ae Moc FR ae 334 


Other HAMM eS NRE 22 18 
2,213 1,360 846 


Total $13,377 9,503 6,998 


Operating Profit 


Petroleum operations — United States Sidhaue ue SPOR eT INGhMenie Ge Da oO Toh i DAV irea eky 627 
Petroleum operations—outside United States LL. Sears Hedy Seen UAL hay T2021 vee et, 189 Geer A OO 
Re ey eh eam Vea aie ol beer a Abn BBO Rh ed 
Other | RD Ulla mueeny ee toe Hi atc yh gies oe tee ene Rese pa hee sae L) 


Eliminations (intersegment) (9) (7) 2 
$ 3,246 2173 1,458 
Net Income $ 1,070 891 718 


Assets Identifiable by Business Segment 


Petroleum operations—UnitedStates = 88998 84BB 2,57 


Petroleum « operations— outside United States Rg a e oS ae vee _ 2,005 elk 765), we ee 80 
Chemicals SNS ee Se aia Wem eee hese 
ee 465 370 291 


$ 7,820 6,837 5,369 


Depreciation, Depletion, Amortization and Retirements (see note on page 56) _ ATR HS eG Ont sea 
Petroleum operations— United States RT STAGE OL: Ses 389 Boe ik DOF ak ee 


Petroleum operations— outside United States iret ME Ee Pare ECS TLRD pil’) Cin CRE 1371 El etet (AGT ene Loe 
Chemicals er tee MiP che et Ay an bare EEO) UNG ae Ea Mata eae Bu Le fee 57 ‘iawn aA ye 6) 
OG! ES TE ee erie ; IUCr NPs, CI URGE nce Nudie ie ye 10 


Capital Expenditures—Properties, PlantsandEquipment 4 
Petroleum operations— United States Lavy) Ge eet) Wine PMO p A Mw BOR oie N sO 


Petroleum « operations—outside United States ee hae CM oC aise dc bn nines Perea enka Oe ie o38 
Chemicals | Rtas cil a tets ee NO eaN eon Dt ky LRA uee ey RUM Robs AL MEAN Lo leet A WE Se eae ad 4 6 
eo me ee ath Or Nirah... SMa OmG Reet Boeamma 80 


Corp orate hat 60 18 Facs 13 
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Analysis of Results by Geographic Area 


Millions of Dollars 


Years Ended December 31 
1080) 20a ore 1978 


Sales and Other Operating Revenues to Outside Customers 
United'States 0 iiauhan STO 58906 7,539 5,551 
Europe-Atricay (20).0 2) inate Sue aueinneeaes een pag ip eGo 1,815 1,254 
Other areas 222 149 193 

13,377 9,503 6,998 


Sales within Phillips between Geographic Areas 


United States ee 105 a 
Europe-Africa 3) 3) ER Ni 18 ec A ia en 334 


Other areas 18 2 3 
1,441 701 374 


Total $13,377 9/503 6,998 


Operating Profit 


United States 7 ee 673 
Europe-Afvica aiid (an Ln ani net aa esd Ware Raut 2,048 1,264 784 
Other areas - On. ; ig i ty Os (10) (55) 1 


$ 3,246 2173 1,458 


Net Income $ 1,070 891 718 


Assets Identifiable by Geographic Area 


United States 0 ee 4,949 3,833 
Europe-Africa i: 00) 0h) i es VA em eke ee Bigot ee OLS guy 1,780 1,434 
Otherareas SHE RI tee age Sty Rete er tas Dy hae Oe Meee 128 Ay 


Eliminations (intergeographic) _ (29) (20) (15) 


Export Sales $ . 374 309 201 


Depreciation, depletion, amortization and retirements on page 55 includes $279 in 1980, $252 in 1979 and $134 in 1978 of dry hole 
costs and leasehold impairment, which are included in exploratory costs and leasehold impairment in the Consolidated Statements of 
Income on page 44. 


Oil and Gas Operations 


Consistent with FASB Statement No. 19, “Financial 
Accounting and Reporting by Oil and Gas Producing 
Companies,” and in accordance with regulations of the 
Securities and Exchange Commission (SEC), the 
company is making certain disclosures about its oil and 
gas exploration and production operations. While this 
information was developed with reasonable care and 
disclosed in good faith, because of the experimental aspects 
of developing such information and the subjective 
judgments involved, it is emphasized that some of the data 
are necessarily imprecise and represent only approximate 
amounts. Accordingly, this information may not necessarily 
represent the present financial condition of the company 
or its expected future results. 

Petroleum liquids (oil) includes crude oil, condensate 
and natural gas liquids. Natural gas (gas) quantities are 
net of extracted natural gas liquids. 


Cor ontents — Oil and Gas Disclosures 


Proved Reserves Worldwide—Unaudited SN aes tne te’ 
Capitalized Costs. Relating {Ou RN haan 
_ Oil and Gas Producing 4 Activities— Audited _ DPN SOU 
Costs Incurred in Oil and Gas Producing _ BOB U iepmeatS Reet 
__Activities—Audited _ SY US nceatn oo 
Revenues from Oil and Gas Producing — ARNE a ates Tice ee 
ec rnctivities o Nuatledy MAC Teele Wei MeN Oe 
Future Net Revenues from Estimated _ NSE e ee GaN Seine, 
_ Production—Unaudited _ Rey uy ot 08 
Present Value of Estimated FutureNet 
ee nevenues=— Unaudited sr hikari hie i OF 
Changes in Present Value « of ere 
Estimated Future Net Revenues—Unaudited _ _ 64 
Summary c of Oil and Gas Producing Activities on Basis ne 
_of Reserve 2 Recognition Accounting — Unaudited C09 
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Proved Reserves Worldwide — Unaudited 


Proved Pettoletm Liquids 7 aa 


Millions of Barrels 


United Europe- Other 
__ States Africa Areas _ Total 


Developed and Undeveloped | foe POOP a eae i eh 
Beginning of 1978 ay 550 Ls OFe 36 1,659 


Revisions of previous estimates an SE ana ee aa 2 & 1 202)6 


Improved recovery een SOCTMOIOM Tor gi Susi ae AN SR eee ac 23 
Purchases of reserves in place UR RO LING HCA EOP Ue RN RUE Re UG hauiitcy me Oe ee erthe Mee ae as i, 


Extensions, discoveries and otheradditions |) 77) |) 7) a 18 
Production u mae erm oie eWeek _ 27) 
Sales of reserves in place Bis ant) ae a. 


End of 1978 VIM A ALR e312 8 Sh Cae 522 826 16 1,364 


Revisions of previous estimates : ie i PASE a eee 1 he SCS aU) (16) ; (28) 
Improved recovery ee Pere wc hlauy acne eee eee ee uly Ci ON ah tees = 7 


Purchases of reserves in place oe ae ei so] URE Ae esti ae SPE ROE teres EN i) hee Pas 2 a 
Extensions, discoveries and other additions PRR ernig itor coca a eae 4 SS ee 4 
Production pe nied Aa td Me cas Sn (SO) i aN Ne (OU) A era a (118) 


Sales of reserves in place me — (19) — (19) 
End of 1979 LAGER Sane 6s: 1 0h NA al aig es Fiz J 


Revisions of previous estimates, RT 6 Cha ee (100) 
Improved reCcOVeRy iil ful mah ates PLO ibe ie boo ah Wee aha ee VR e ne Mims easily. o_o pen 
Purchases of reserves in place Peak tig SER Ue Ae Ak sen Uae a — = ‘Sites 


Extensions, discoveries and other additions = 9 
Production 


Salas of resanesin place a 
Endof980 


Developed En an PE Sod so I Sa ses (72 cee oe en pe eters ne : 
Beginning of 1978 471 610 17 1,098 


End of 1978 455 518 16 989 
End of 1979 441 486 — 927 


End of 1980 436 399 = 835 


* “Proved reserves” are those quantities of petroleum liquids and natural gas which, upon analysis of geological and 
engineering data, appear with reasonable certainty to be recoverable in the future from known oil and gas reservoirs under 
existing economic and operating conditions. As additional information becomes available or conditions change, proved 
reserve estimates must be revised. 


* “Developed reserves” are those portions of proved petroleum liquids and natural gas reserves which are recoverable 
through existing well bores and production equipment and facilities. 

¢ “Proved petroleum liquids” includes crude oil quantities attributable to fluid injection pressure maintenance programs 
planned for the Prudhoe Bay Field in Alaska (estimated 28 million barrels) and designed into the development program for 
the Maureen Field in the U.K. sector of the North Sea. 
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ae ‘ ti f a) Proved Natural Gas 

Mees ‘ i i Pete ee - Billions of Cubic Feet — Val eee 

United Europe- Other 

eprek Sah ost oe ppOtales ii) Africas) i Ateasy ice) | Total 
Developed and Undeveloped — DER Adige eee Taehe RR OLAC AT OMe huey wig fh, es Hehe 
Beginning 0f 1978 _ Ie ae SAAS inl ER ADE 4,580, 5,559 113 10,252 
Revisions of previous estimates UL elie age es. = ee) iy RAHI (256) | hi (1, 284) th (66) ur ~ (1,606) 
Improved recovery TCS tee ashe! f bey eer bration, Auer Aa Care BERG CGR an 
Purchases of r reserves i in n place ta ee me eu ae eG ct DAN ee eae MG a De iol aan 3 
Extensions, | discoveries and other additions AGAR OFS eat ie i i ae i 129 ae AE nant jae pan in nA ate OG 
Production _ eee eraser Annie eae MT (Bey iol CON Test) 
Sales of reserves in in place (4) aba ee (4) 
End of 1978 © RCM CMa ere MPL Onrn i tre OO Rita A OBO foie | 8,143 
Revisions of previous estimates Hee ea aes MN pte Ae nha i (ey fe Perea iP Wt 6 Be hag. 
Improved recovery ER oe Gua” ln Macnab RI NE a OAS A aI deer NO RRL toe i i ee a eae 
Purchases of reserves it in n place - uy Ta ee)? SAG ae TEN eS ne J tas eal i a ee Me cl i 1 
Extensions, discoveries and other additions Sie geet ro MC suey Met omin be DURE yl aon gn eckd ae eel atu et my EU MAN dee Wnt aed 
Production De attains Te tele Met Rue Ee bea oy hun CLS MIN iia Mares boc in SSiL) 
Sales of reserves in n place — aon (72) — (72) 
End of 1979 Ae an es enon RACs hh eas erin 
Revisions ¢ of previous estimates _ PUY ie ae eet te PPLE U EME aut) elaine aU UCL Une a eeninn igh up aGcepe teeta ny COG) 
Improved recovery _ BUC AL CE ait AEN ebro MANY AUR Caen Gian MMR, Fury idemrn ait (cv dea Uhm ctemmen MCT tl — 
Purchases o of reserves i in place | Ame Wee pe ay tetera LN CULO ON ema SUM ER carr MRL Be ee 
Extensions, discoveries and other additions _ RoI MN SUMED e AleeNe LO Si Lice terrae ROL hy Ehime bea CO LS 
Production oe a retain ay er Or G69) 
Sales of reserves in n place — — — — 
End of 1980 3,363 3,360 51 6,774 
Developed 


eo he ie Ml VaMor arenes Git ie oF Oa ih W662 


End of 1978 3,887 2,635 47 6,569 
End of 1979 3,029 SHS! Do 6,707 
End of 1980 3,206 3,057 ol 6,314 


¢ “Proved natural gas” includes an estimated 132 billion cubic feet of natural gas reserves from Prudhoe Bay Field in Alaska in 
1978, 132 in 1979 and 132 in 1980 and 650 billion cubic feet of natural gas reserves from fields in Nigeria in 1978, 905 in 
1979 and 905 in 1980 for which there presently is no market. 

¢ “Natural gas reserves” are computed at 14.65 pounds per square inch absolute and 60° Fahrenheit. 
¢ Excluded from proved petroleum liquids are reserves attributable to long-term supply agreements. These reserves are 
located only in “Other Areas” and at the end of 1978, 1979 and 1980 were 8, 5 and 2 million barrels, respectively. Millions of 
barrels received during 1978, 1979 and 1980 were 8, 2 and 2, respectively. 

¢ Excluded from proved natural gas are reserves attributable to long-term supply agreements. These reserves are located only 
in “Other Areas” and at the end of 1978, 1979 and 1980 were 19, 19 and 4 billion cubic feet, respectively. No natural gas 
was received from these reserves during the three year period. 
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Capitalized Costs Relating to Oil and Gas Producing Activities — Audited 


i UE eo en Milltons or Dollars iia 
United Europe- Other 
aca. Ou) om ae) os 1h States 0. | Africas.) = teass _ Total 
December 31,1980 | 4 Rea eA ee diNonn Sulwoee) erat 
Proved properties). 0 0) UU te ene 3,616 
Unproved properties 645 22 24 691 
Total |i AV a ae eat ie dee a eb Pearse Cicaln anes le 4,307 
Accumulated depreciation, depletion and amortization (1,282) (366) (71) (1,719) 
Net $1,101 1,412 die: 2,588 
December 31, 1979 
Proved properties (02) 'e) 00). ie Ss aie t/a ee 3,155 
Unproved properties 498 4 Ze 524 
Total lhe OSE Se 5) et eg One ee 3,679 
Accumulated depreciation, depletion and amortization (1135) (196) (60) (1,391) 
Net $ 941 1,295 52 2,288 
December 31,1978 __ ae Bore eva 
Proved properties 1000) /).¥) (0) se AUSSI SS ol I ee etc 2,903 
Unproved properties 213 4 2a 299 
Total OSG TR ss CSTD ANS 2 ae ge 3,202 
Accumulated depreciation, depletion and amortization (1,021) (140) (65) (1,226) 
Net $ 800 1a be, 59 1,976 


° “Capitalized Costs Relating to Oil and Gas Producing Activities” includes the cost of equipment and facilities which support 
only oil and gas producing activities. Not included are investments in gasoline plants and related systems as well as 
downstream manufacturing, distribution and marketing facilities required to convert raw petroleum liquids and natural gas 
into consumable products. 

¢ “Proved properties” includes all capitalized costs related to oil and gas leaseholds containing proved petroleum liquids and 
natural gas reserves, wells and related equipment and facilities (including uncompleted well costs) and support equipment. 

° “Unproved properties” includes all capitalized costs related to oil and gas leasehoids which are under exploration including 
those where petroleum liquids and natural gas were found but not in sufficient quantities to be considered proved reserves. 


60 


Costs Incurred in Oil and Gas Producing Activities — Audited 


ee Ce OO Millions orDellars senha 
United Europe- Other 
ae ‘ 1 States Africa Areas Total 
eee nee : Veet CEN ud arses al A 
Property acquisition 1 en eee 
Exploration EU Sol ORS EE a es DONO MN ASO yi OR aia aa 
eR eM ee VISE rh 280K ti LOL icin 397 
Production (lifting) 398 426 13 837 
Total $923 805 129 ibraayf 
Depreciation, depletion, amortization and retirements $296 S37 28 661 
ae Bee eel Nien cine 
CESIUM EEO cial aad a ate cc HOT es WO Ate SO ery Te ME 
ee ‘AVENE SSIS Sail gir ti Soe PACA UU ee Le) Ue ec lee OU ed 
ee a oy ee tol) Ue eat EB e368 
Production (lifting) 220 305 14 539 
Total $681 627 90 1,398 
Depreciation, depletion, amortization and retirements $277 15h 51 479 
0 TESTING ND RUIN RUIN OC UT URE SCI Ns tuls AGRUNE SOU A NAST IS ASG RA rt AO GEE 
emer Deere ror UA i peony ine oenenne io DAIS ny a Sr bl SugBo na e216 
een etl CG ON ee Om none OA MORAG: NA i shO I B27 
Production (lifting) 185 209 19 413 
Total $360 513 99 972 
Depreciation, depletion, amortization and retirements $136 Lit 67 314 


¢ “Costs incurred” includes both capitalized and expensed items. 

¢ “Property acquisition” includes the costs of acquiring undeveloped oil and gas leaseholds. 

* “Exploration” includes geological and geophysical expenses, the cost of carrying and retaining undeveloped leaseholds, and 
exploratory drilling costs. 

¢ “Development” includes the cost of drilling and equipping development wells and building related production facilities for 
extracting, treating, gathering and storing petroleum liquids and natural gas. 

¢ “Production (lifting) costs” consists of those incurred to operate and maintain wells and related equipment and facilities 
used in the production of petroleum liquids and natural gas. Also included is the U.S. crude oil excise tax. It does not include 
depreciation, depletion and amortization of capitalized acquisition, exploration and development costs. 
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Beh . » Tia ee enuN pp YROR GRID | 


{ a’ e A ae S,o A 5 e 
oan &€ Dal eagemt Cama PM rresIREe arcs LCrietstTIOca - Oaegt it 
x ¢ mm Wk AMG was FrrOauUCc Ing AACTIVITICS — AUCITS 


__ Millions of Dollars 


United Europe- Other 
States... Africa | Areas guia 
Sales to unaffiliated entities ae $697 0 ObT OC eee 
Sales to unconsolidated affiliated entities Ati wa eee i HERON eee 
and transfers to consolidated operations 602 1,811 — 2,413 
Total pean Ne eon ae 2,862... 1000) es 
Production (lifting) costs 398 426 is 837 
Net Revenues $ 901 2,436 87 3,424 
Sales to unaffiliated entities ree $! £020 560.0 a a 
Sales to unconsolidated affiliated entities e shee eo: Oo A 
and transfers to consolidated operations 396 1,074 13 1,483 
Total | pa ; 6898) 1,684 SS eee 
Production (lifting) costs 220 305 14 539 
Net Revenues $ 678 1,329 44 2,051 
Sales to unaffiliated entities ae $4040) 4340 22 ee 
Sales to unconsolidated affiliated entities Ssh ae ee Viatece. ane ae 
and transfers to consolidated operations 294 667 1 962 
Total aie aN hi i) 28 ROL ls ee re 
Production (lifting) costs 185 209 19 413 
Net Revenues $ 543 892 104 1,539 


¢ “Sales” excludes revenues received from operation of gasoline plants and related gas systems. Transfers are valued at prices 
which approximate market prices. 

¢ “Production (lifting) costs” consists of those incurred to operate and maintain wells and related equipment and facilities used 
in the production of petroleum liquids and natural gas. Also included is the U.S. crude oil excise tax. It does not include 
depreciation, depletion and amortization of capitalized acquisition, exploration and development costs. 

¢ “Net revenues,” the difference between total sales and transfers and production (lifting) costs, should not be equated to net 
income since no deduction has been made for such costs and expenses as exploration, distribution, selling, administrative, 
interest and income taxes. 

¢ “Other Areas” includes revenues ($99 million for 1980, $58 million for 1979 and $99 million for 1978) and production 
(lifting) costs ($13 million for 1980, $12 million for 1979 and $11 million for 1978) applicable to long-term supply 
agreements in which the company acts as producer. 
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Future Net Revenues from Estimated Pr. 


SPS 
¥ 


Millions of Dollars — 


United Europe- Other 
1.) a States  _—_ Africa Areas — Total 
Proved Reserves 
LON eee ae Aaa SDR Tee are eee) S908 he A ere: 800 
ys ee eee | ee a ey 2,840 
ee ge pay Boy cn : Bet a 726), ae 2,594 
Remainder 6,951 14,761 OUT Tat 
$9,693 20,275 16 29,984 
Pr ove d De veloped Reserves 
ee bee SLM ay MeSH hi $ 9890) LS2i | — 2,766 
Loe 2) gS Naa a he ae 933 eto — 2,649 
a ae : i Hae Nneee: CS de aay 
eee AG Pe ee a 8, OC Soit eG iin i B00 7651 
$8,729 16,684 Sc 25,445 
Proved Reserves Applicable to Long-Term Supply Agreements 
OO Te ee Sui a . i! Ce Sea esa iaek _ 18 18 
ee de — = 11 eal 
Pe Oe ae a a ae ee 8 
Remainder = — Tanne: i 
$ — _ 44 44. 


¢ “Future Net Revenues from Estimated Production” of proved petroleum liquids and natural gas reserves as of December 31, 
1980, were determined by applying guidelines established by the SEC. 

¢ “Future net revenues” are the excess of estimated gross revenues to be received from the future sale or transfer of proved 
petroleum liquids and natural gas reserves as estimated at December 31, 1980, over the “estimated remaining expenditures” 
required to complete development of and produce such reserves. 

« “Gross revenues” were determined by pricing estimated future years’ production of December 31, 1980 proved petroleum 
liquids and natural gas reserves at average prices realized during December 1980 adjusted for decontrol of U.S. petroleum 
liquids net of applicable U.S. crude oil excise taxes. 

« “Estimated remaining expenditures” and estimated production expenses were generally based on costs experienced during 
1980. 

* Production forecasts, although based on the best and latest information available concerning reservoir conditions, frequently 
fail to correlate with actual production experience because of unforeseen reservoir conditions, time delays and other factors. 

¢ “Future net revenues,” encumbered by estimated remaining expenditures, are not directly comparable with “net revenues” 
presented on page 62. 

¢ “Future net revenues” should not be equated with future net income since such future costs and expenses as exploration, 
distribution, selling, administrative, interest and income taxes were not considered. 
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Millions of Dollars 0017 
United Europe- Other 
States 05) Avice ssi eeass Total 


December 31, 1980 it ey 
Proved Reserves 


SO ee ee 16,389 


Proved Reserves Applicable to Long-Term Supply Agreements my mG at 3 


Proved Developed Reserves 4,793. 9,457 


Proved Reserves ei Se Ges ey Pan Pees Ee i ne - 4598 M7 Od Pheer Vases 16,404 


Proved Reserves Applicable to Long-Term Supply | Agreements ae ; Da ane: 71 pea 


Proved DevelopedReserves ete 1 43119) 8.376 1 


eeu RPS Je ile iG Ley of 8 J 
emmoer ot 197 'o) 


(29840 6,917 (| 


Proved Reserves 


Proved Reserves Applicable to Long-Term Supply Agreements CR a a — Td 77 


Proved Developed Reserves Wa oa ene et 2,899 4,449 Si kay 84 — ae 


¢ “Present Value of Estimated Future Net Revenues” was determined by discounting “Future Net Revenues from Estimated 
Production” presented on page 63 at the 10 percent rate prescribed by the SEC. 


TegEO Ss BIR F 
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UT EE Rest OE VRPT NDE PROT: ture Net Revenues — Unaudited 
Years Ended December 31 RE cet SUM MEME AL SN CL 


ae eo 


190 


Additions and revisions et UDA Ty Cal eee ete oun De att a Ra a er 
Less related estimated future development and production costs 1355 72 
Net additions and revisions Mite en 2,919) ope 


Purchases of reserves in place NE on 


Expenditures that reduced estimated future development costs _ RRS OSA ep eae 
Total Increases 33/6 8,469 


PN RAAT actA tte Aaa ee ea ETI Sel SUSUR ESE A TE A ER I al EE ea a 


Sales of oil and gas and value of transfers, net of production costs i sae eS 


Sales of reserves in place =o o) 
Total Decreases 3,424 2,056 
Net (decrease) increase fitesed aA ee apes nh (48) 6,413 


Beginning of year PARR N vist a ike 
End of year $16,427 16,475 


* “Changes in Present Value of Estimated Future Net Revenues” from proved petroleum liquids and natural gas reserves, 
provides a reconciliation between the total present value of estimated future net revenues of the company’s proved 
petroleum liquids and natural gas reserves at the beginning and at the end of the respective years. 
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Summary of Oil and Gas Producing Activities on Basis of 
Reserve Recognition Accounting — Unaudited 


See ented December Sty Vii Mite Vole al | baphauiny ha) ued ‘ Vinee ee Mi Millions of Dollars 
en eee PALISOM en i ankolg 
Additions and Re visions to E stimated Prove dO il and d Gas Re erves 
Additions to estimated proved reserves, gross SAA aie URE ORE HT CUMa eo RNS UD RIP hock - i Mt i $ 405 i 284 
Bee nates ol reserves provedinprioryeats | I 
eee bec OR NET a Oa" 8800 
_ Other _ ee a Wis Oi a Seon Ad O16) 
Accretion of discount 1,648 1,006 
3,114 8,174 
Evaluated Acquisition, Exploratior n, Development and Production Costs 
Costs incurred, cluding i eaient | Aa iC i : i ait ve 450 : 1 843 
Present value of estimated future development and production costs | 135 72 
585 415 
Additions and Revisions to Proved Reserves over Evaluated Costs __ DL oeeas Hea PON CRO MBE On 
Provision for Income Taxes 2,600 5, 216 
Results of Oil and Gas Producing Activities on the Basis of Reserve Recognition Accounting BOLL) 2,943 


*Income before income taxes for Phillips oil and gas operations as determined by applying the successful efforts method of accounting, as 
included in the Consolidated Statements of Income on page 44, was $2.5 billion in 1980 and $1.4 billion in 1979. 


* “Reserve recognition accounting” (RRA) differs sharply from successful efforts accounting. The successful efforts accounting 
model recognizes income only at the point of production and sale of petroleum liquids and natural gas. In contrast, the RRA 
concept recognizes income at the point of reserve discovery or revision. 

¢ Average worldwide sales prices for petroleum liquids and natural gas increased substantially between December 1978 
and December 1980. As a result of these higher prices, future net revenues from estimated production of proved reserves 
increased and, when discounted at 10 percent, provided additional present values of estimated future net revenues as 
reflected in the Summary. 

¢ The “Other” 1980 revision of $7,980 million is attributable to two main factors. First, the company, based on new studies, 
announced in March and November of 1980 reductions in its estimated proved petroleum liquids and proved natural gas 
reserves in the Greater Ekofisk area fields in the Norwegian North Sea. See “Proved Reserves Worldwide” on pages 58 and 
59. Second, future costs increased as a result of institution of the so called “windfall profits tax” on crude oil by the U.S. 
government during 1980. 

¢ “Accretion of discount” was computed by applying the 10 percent rate to the beginning-of-year present values of estimated 
future net revenues. 

* Costs of unsuccessful exploration activities, including impairment of leasehold acquisition costs and abandonment of 
suspended exploration projects, are reflected in “costs incurred.” 

¢ At year-end, costs of exploratory wells in progress, exploratory projects under evaluation and unimpaired oil and gas 
leaseholds not yet reflected in the Summary pending a final decision were $589 million in 1980 and $434 million in 1979. 
Property acquisition cost of leases held was $436 million in 1980 and. $347 million in 1979 net of accumulated impairment 
reserve of $255 million in 1980 and $177 million in 1979. The impairment provisions were $92 million in 1980 and $134 
million in 1979. 

¢ “Provision for income taxes” was determined using current tax rates for each country in which the company operates. 
Expressed as a percentage of “additions and revisions to proved reserves over evaluated costs,” the provision for income 
taxes was 103 percent in 1980 and 67 percent in 1979. The increase is attributable principally to higher tax rates legislated 
by Norway in 1980. 
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Inflation is a term commonly used today to identify the 
erosion in the purchasing power of the dollar. While inflation 
affects everyone, its effects are not readily identified in 
conventional financial reporting which is based on historical 
dollars. To provide information about the effects of inflation, 
the FASB established standards for reporting certain effects 
of price changes on business enterprises. In compliance with 
FASB Statement No. 33, “Financial Reporting and Changing 
Prices,” supplemental data are provided in the 
accompanying schedules. 

These schedules present financial data stated in historical 
dollars, in dollars adjusted for general inflation ona 
comprehensive basis (constant dollars) and in dollars 
adjusted for inflation in specific prices (current cost). The 
data should be considered as indicative of approximate 
directional effects and not as precise measures of values or 
worth. The comparisons are for the purpose of assessing the 
effects of changing prices on the company in the following 
areas: 
¢ Operations performance 
e Changes in general purchasing power 
¢ Changes in operating capability 
e Future cash flows 

The following comments are provided to assist readers 
in understanding the reasons for the different “income” 
amounts and the possible meanings of the data. 


Phillips primary financial statements are prepared ona 
historical cost basis according to generally accepted 
accounting principles and are shown on pages 44 to 54. 
These statements report the results of transactions in terms 
of actual dollars received or expended at the time regardless 
of the relative purchasing power of those dollars. The 
historical accounting model was never intended to provide 
a measure of relative economic values but rather to provide 
a record of transactions at historic rates. Accordingly, while 
such statements do contain information that is objective, 
quantifiable and independently verifiable, investments made 
in different years are added together as if the recorded 
dollars were of equal purchasing power. As a result, 
amortization of prior year’s costs is matched against current 
year’s revenues as if the dollars were of equal purchasing 
power. 


u inhation — 


Constant dollar information is prepared from the primary 
financial statements by restating the historical financial 
information into common units of measure, that is, units 
having the same purchasing power (constant dollars). The 
Consumer Price Index —All Urban Consumers (CPI-U), a 
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comprehensive measure of the effects of general inflation 
published by the U.S. Department of Labor, is used in 
making this restatement. 

The restatement of historical cost to constant dollars seeks 
only to correct distortions caused by recording transactions 
in dollars of varying purchasing power. The restated 
amounts do not represent appraised values, replacement 
costs, current values or any other measure of current value 
of the underlying assets, and in some cases may not be 
representative of inflation in the petroleum industry. 


Char specific Prices at Cost Data 

Current cost information is based on estimates of the dollars 
currently required to operate the business and to replace 
existing assets with assets having the same service potential. 
Current costs used to replace historical costs are based upon 
the best available data derived from current production 
costs, current invoice prices, industry-related published 
indices and internally generated indices. 

Current costs are not necessarily the same costs that 
would be incurred if existing assets were, in fact, replaced 
currently. In certain instances, existing assets would be 
replaced by technologically superior assets; in other 
circumstances, the assets would not or could not be 
replaced. 

Current costs are not costs in the usual sense because 
they do not represent money spent or obligations incurred; 
rather, they represent the current costs of hypothetical 
transactions. Although such estimates are highly subjective 
and imprecise, they can be viewed as indicators of the 
impact of changing prices on the company and its 
operations. 


mocin =nocitic Priievoc { Yyirror 
oes in Soveciiic rrices— TCUlriel 


Under both constant dollar and current cost methods, net 
income of the business is lower than that determined under 
the historical cost method. There are two principal reasons 
for the lower net income: (1) the historical dollar capital 
recovery charge (depreciation, depletion, amortization and 
retirements) does not reflect the constant or current dollar 
cost of capital asset maintenance, and, (2) the provision for 
income taxes does not decline with reductions in real income 
before income taxes. The provision for income taxes 
included in both constant dollar and current cost statements 
is unchanged from the amount reported in the primary 
statement of income as required by FASB Statement No. 33 
except for restatement to end-of-year dollars. Effective tax 
rates for 1980 under both methods, 75 percent and 83 
percent, respectively, are significantly higher than statutory 
rates since income taxes are based on reported income 
rather than on true economic results. 


Comparative Summary Financial Data— Unaudited 


Millions of Dollars Except Per Share Amounts 


1980 (1) ay, LOGIT) 

Constant Current Constant Current 
ed es ore ; Historical __ Dollars Cost Historical _ Dollars Cost 
Summary Consolidated Balance Sheets 
Properties, Plants and Equipment (net) DOs MeN Visi irae a2 Kets holes 6 4,778 Tiron CNR Wess % 9 | 
Pavemienies; kg. J; Mees g ink 696 CEGO7 A626 G04) 944 a 1389 
Other Assets : ths ne eS 3,638 3,519 SSL Ui 3008 eho) Us, 
Liabilities | ; ia 4907 4,956 4,952 — 420200 0) 4BoL ia 822 
Stockholders’ Equity (net assets) 4,937 8,982 18,549 4257 PO Z ily a3 
Summary Consolidated Statements of Income 
Revenues > eel boy! 14,336) 14,336 Odor ooo LL oOo 
Costs and Expenses ea | | a | 
__ Costs and operatingexpenses(2) 8,806 9,236 9,063 6,348 70077 ool 
__ Depreciation, depletion, amortization Pia HL algae 

__ and retirements (3) _ . wee 838 eat ilwOre 647 1,056 1,552 
momen) BG « 829 868 868 614 se) 129 
Provision for income taxes PAI Zieve 2.212 1,245 1,480 1,480 
Net Income $ 1,070 738 455 891 Aor 467 
Net Income Per Share Se On 4.84 2.98 Seg 4.77 G02 
Unrealized Gains Attributable to _ 

Net Monetary Amounts Owed $0128 128 130 130 
Increase in Current Cost of Inventories, __ i \ 

Properties, PlantsandEquipment _ Seat $ 3,451 7,169 

Effect of Increase in General Price Level 2,109 1,653 

Excess Current Cost over General Price Level Si 342 D516 
Comparison of Selected Supplementary Financial Data— Unaudit 


Five-Year 


Millions of Dollars Except Per Share Amounts 


Years Ended December 31 Pande edinarennt alba tke 1980. C1979 1978 LO77 1976 
mevenmes) 0h) iain Ua 
In historical dollars : $13,713 9,745 7,422 6,406 5,837 
In constant dollars (1) é LE COOL LG OO Ite o.e.b0 9,120 8,846 
Dividends Paid Per Share | rues eee | | 
In historical dollars. ua hotone LD KOO Gi Mi aninmon yt lahielneQ .98 .88 
In constant dollars (1) AES Mactan oct : CL SB Me LOO 159. Sig 1:40 1:33 
Market Price Per Share—end of year MG ; 
In historical dollars urate We create nates Ugo) 48.00 31.63 30.63 33.06 
In constant dollars (1) 58.75 53.95 40.28 42.53 49.01 
Consumer Price Index—average for year _ ae deci tialee 246.8 217.4 195.4 181.5 170.5 
Consumer Price Index—end of year 258.4 2299 202.9 186.1 174.3 


(1)Both constant dollars and current cost are stated in 1980 end-of-year dollars. 

(2)Includes $202 in 1980 and $141 in 1979 of geological and geophysical expenses and lease rentals, which are included in exploratory 
costs and leasehold impairment in the Consolidated Statements of Income on page 44. 

(3)Includes $279 in 1980 and $252 in 1979 of dry hole costs and leasehold impairment, which are included in exploratory costs and 
leasehold impairment in the Consolidated Statements of Income on page 44. 
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a » Oa im ey a | 
Consolidated ° 


Years Ended December 31 
Sales and other operating r revenues ug 
Sale of Pacific Petroleums Ltd. ASA) 
Other revenues (including equity in SON 
earnings of affiliated companies) 
Total Revenues 


( ocrsc ang te xrnenses 
Costs and Expenses 


Purchased crude oil and products Ae en 


Production and operating expenses _ (i 
Exploratory costsand _ 
leasehold impairment yy 
Selling, general and administrative - i G 
expenses 
Depreciation, depletion, amortization ist 


and retirements | 


Taxes other than i income taxes 


1980 


_ $13,377 


(38649 
13,713 9,745 
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481 


559 
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Statements of Income 
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TEN- YEAR FINANCIAL REVIEW 


_ Millions of Dollars Except Per Share Amounts _ ipa RAR erat 


1978 


6,998 
S06 


7,422 


is tan 


1977 STO eal 


6,284 5,698 5 


3,369 3,197 2,889 
9535 | 80 pL08: 


104.7 1 98 94 


beck | 


5,134 4,981 


1974 


suio7s ye 


1972 1971 


2,990: 


2,513 2,363 


25 


5,106 


2B i 


ee 


mere. 


3,073 


sUSii 
577 


2,967 2,412 


1,207 
504.4 


ny 149 


466 


a8 (208 


Interest and expense on indebtedness 


Total Costs and Expenses 
Income before income taxes 
Provision for income taxes 
Income before extraordinary items 

and accounting change 


Extraordinary items and accounting change 


IN le i income 


Per Average Share Outstanding* 
Income before eee items 

and accounting change 
Net income 


Dividends paid per share 


ome before Ex tra ordinary Items 


As -counti ing ¢ -hange 


As percent of average total assets _ 


As percent of total revenues 


Percent « of To ota | Reve enues from. 


Wa eet eS 
ide U Ss. 


*Not available. 


CYect 
Sales UTS 


** Adjusted for two-for-one stock split in 1977. 
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4,809 4,462 
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3.46 2.70 2.20 | 
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TEN-YEAR FINANCIAL REVIEW 


ArDecember3l,. Te RUST DA Maio Millions of Dollars Except Per Share Amounts. Ee NOAM nee 
1980 1979 1978 1977 1976 1975 1974 1973 1972 1971 
Assets Ae a me itty ah: Pana ean een : PRE i if [iets te) bait 
Current Assets _ SCs iE 
__Cash and short- term investments _ iu SETI. f 300 1,136 i 327. ‘7F02" 523 393 441 338. 225 
st "Accounts a and notes receivable (net) 1,422 pha bhi 845 ay 791 | ins ’ Hea) : 616 Wii5O7, 384 383 
ig _ Inventories: Paik cpshaaon : in Kane, bebe he Git eet Hier ey i 
(Crude oil, 1, petroleum products, Bult i ; : 
__chemicalsand merchandise —SSss«+5529.-s «479 ~=— 403-385. «328-340 369 2390 246 ~~ 260 
Materials and supplies elegy es ev i0e 1 lion, | dei deg) 6 On born. a8 hh 86 
Prepaid expenses and other current assets TOS) ih iba (GO PORN Glati | Wa ae 23 27 6 
Total Current Assets _ 3,694 3,386 2,561 1,695 1,904 1,665 1,498 1,264 1,020 924 
Investments and Long- Term Receivables (net) 367 eas Peay 501 i 460 oT. 399 a 423 a 378 392 
Properties, Plants and Equipment (net) S675) 477s 1394513467 2.791) 12506 | 22360 2144 1,858) 1.238 
eae pst To ne OB Wl OPO, (60 48nl 2lo mange lady. | 013 
Total Assets $9844 8519 6834 5,742 5145 4651 4154 3,848 3,270 3,167 
Liabilities 
SCONE Liabilities i TES ACRE TINE eA I a ae ea er [eR eek 
_ Accounts and notes payable $ Loach Ol doe Wt Oley bal aoe 526 543 401 276 (254 
Long- term debt and obligations due_ pean au cet RAO hese tt eat ON LO p sa ae Cini 
within one year _ Oe GU anON Wa BAUIeC FO TO nun mar) MG 2ath Wa Bawedl. BSb acc 52 
_ Accrued i income and other taxes” 1,567 1,257) 1827, 413 ( ieee (262 ZOS 7 LAS uke 103 
~ Other accruals 157 81 61 61 51 Ao aias a Gt 36 
Total Current Liabilities = Bie 2678 at 70y 2271109) O10) SPOTS 645/40 483) 445 
Long-Term Debt aa 698) |) 648), 676) 767 | 839) 893 658.799) 792) 800 
Other Long- Term Liabilities Shc a Oe tee COMA PEE Mn oe DAG FCC ie MANE h Mawes 2 la eae nee = — — 
Obligations under Capital Leases eo CRA IN eR NAN Me Ke, sana 78) 200 PALAIS Ge ec a 
Pee dGontmacn Wabiities | (0) eile) 168 adn 94.) WoO NN 66) 60... | 90,1) 67 64 
Deferred Income Taxes. oui aera see abo, eer dO) abi ae er)! s 68 
ere e cred Gredtey nh ob uk 00d) dO opti TE me TT UTZ gal a2 48 
Minority Interest in Consolidated Subsidiaries £3 11 10 10 11 12 8 5 5 7 
Total A O07) 4262 | B.259))) 2.724) 12.5261) 123981) 1.974! 11903) 1,450) 1,418 
Stockholders’ Equity i UTR URN ra eR LAVOE Ul cago eae eae NCA RS a eae : 
Common Stock ($1.25 par value) Lt toa WaOe yr 1924 CeSt ea oii@iet or) | 1906!) 190) 190 
Capital in Excess ofParValue Pei et Sil) deo ae deb a api) fi4ad dail). 437 
Barana: Enipioued inthe Businessya 4). 4.848 4) 8,553, 2.871, a2.807 | 9b liens (1,542) 1326 | 1,212) 1,161 
5,052 4,257 3,575 3,018 2,619 2,323 2,184 1,960 1,843 1,788 
Treasury Stock (at cost) (115) nal ait ns i an (ar 1S) er a(e8) 1 wn (39) 
Total Stockholders’ Equity AOSTA 257) 957s) 4 S018. 12°619)) 12.823) 121180). 1.945" | 11820). 1,749 


Total Liabilities and Stockholders’ Equity 


Stockholders’ Equity Per Share* $32.44 


*Adjusted for two-for-one stock split in 1977. 
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TEN-YEAR FINANCIAL REVIEW 


Years Ended December 31 eat a Millions of Dollars 
1980. 1979 1978  1977'. 1976 1975 | 1974 ©1974. 49 7a 
Funds from operations $1,928. 1,592 1,084. 969 | 1803"! 710 .) (728) 9 {460 ae eee 
Long-termdebt WO (n C30e oh iS enn Gg intaeas 85) 86." > SO tana 
Property sales and retirements Ne | Wee Sate id | 
(including extraordinary items) _ 88 60 51 53 oi 190). Oo) Ot muna 29) ay 
Sales of investments : * eRe Ceti a 
(including extraordinary items) _ 69 36. 449 1 24 4 20+) 110) 26 ee 
Capital stock f te uy 23 17 1s cies 18. {2 es 
Other Pes O34 As 18 oe iis 15... 29) 
$2185: 1,741 “1,653 1,134 11,111. 1,147 973649) oe 
Properties, plants and equipment: i he 
Energy resources i $1,058 876 589 793 471 476 “420... 245 | 196 ee 
Petroleum Products Meera ay ie key 83)" 4a ao 92 46. 28s 
Chemicals 18h ae Be) Tete ieee ner 68° | 360!) 30 ie 
Other ar On) id ay Seat 14 6 70 2) oe 
Total properties, plants and equipment 1,666 1,454 940 1,078 716 679 587 329 265 225 
Investments aT aa 195.) VE S6 We Nise iene as Get ae 23. + 6a 
Reduction in long-term debt W166 84 136 163. 149° 113 255 102 58 As 
Cash dividends | 975) (208 =) 185° “150, a4 22 i 10.) oe oe rr 
Purchase of company stock 115 Bray — et ps Tee pects a 
Other (36 38 50 dad 35 on a nas (4) Se 
Increase (decrease) in working capital Gee a 19) (83) 3230) (327) j Ai 169: (34). 101. 58) aren 
$2,185 1,741 1,653) 1134 ©1111) 1147) 1973) 1640 | ae 

i lants and Equipment 

Energy resources $5,494 4665 4,061 3,621 2,943 2576 2.410 2,183 1,910 1,803 
Petroleum Products 2005 1.713» 1:38Y | a24907.981 1.482) 333) eso. a ee 
Chemicals 1,288' "1)140.° 1.0627 949.) S00) 742 IL 707) | nat oe vena 
Other 319\* 987 962 Fel 14g TB he OSes eee 
$9,106 7,755 6,656 5,973 5,116 4868 4560 4418 3,914 3,779 
Energy resources $3328 2869 » 24777 2904)° 1618 319856 (1,171 1.0015. | staeeee ae 
Petroleum Products 1,374. 1106... 742 7° 634) 7 635s), Paemu 650. 1 G4een hed ienGe 
Chemicals M50) 654-605.» 838, 5/397) 370mm S56" abo ae 
Other 993) TAO WO Mtoe dle On 77. ce SAS 50.6 ( u aOe ran ie eet 
$5,675 4,778 3,945 3,467 2,721 2,506 2,236 2144 1,858 1,838 
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Chemicals 


1980 


Operating Revenues 


Basic petrochemicals and specialty chemicals $ 925 


Plastic resins 467 
Rubberchemicalb == ai st—~—tS 296 
Consumerproducts = (ati st 283 
ee Qe: TR GG 
Synthetic fibers = t—t*™S 74 
Othersalesandservices 108 

$2,249 
Other Data 


Shares outstanding at year-end* (in millions) 152.2 
Stockholders at year-end (in thousands) 119.9 
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Summary 


TEN- YEAR OPERATING REVIEW 


1980. 19791978 19771976. 1975, |) 1974, 1973) te72 ee 
Energy SEEMS 
Net Crude Oil Production : Thousands of Barrels Daily ae 
United States Su pies dae ASE Rabe Ee "eu fi i 
Texas 392428 455 484 508 | 542) 563 577) a7 eee 
Alaska (29.9264 24999) 146. a2. aa a 
Louisiana 15.8158. 15.7 174/484) 180 91196) 215) 2s 
Oklahoma /84°~90 98) 101) 105 9 104) 18) 187 ee 
New Mexico 60) 54 56 62) | 68) 697) (74 580 
Arkansas 40°16 890 45 a7 ad a se 
Wyoming 28.340. 41 "ay" 46 aoe ae) 20 
Other states 140 147“ 156° 5156 (155. 164! (167 | 42302 eee 
Total United States 1201 (1214 1250 1170° 1153 1184 12355 | 1223790 eee 
Outside United States i ATs 
Europe! 10 130.1, 119.4 1168 931/928 631 | 7115) 107 |) ieee 
‘Africa 33.9 41.2 449 |/43.6''386) 338 381° (hb) 2 ue 
Southeast Asia 49 ele 18.3 Wey sin) _ ; a — oaseanl nie Hid es 
Middle East pie Ba 56s) 5 Ore 62 los 
LatinAmerica ea ae i i 95.6) 208 28, 
Total Outside United States 168:9 166.7. 185.41 147.9) 13873 118.6% 79.5) \ 784 eo cee 
Total Crude Oil Production 289.0 2881 310.4 2649 2526 237.0 203.0 200.7 196.5 191.4 
Net Natural Gas Li quids Production 
United States VO ae (149.6 141.6 133.8° 138.2" 130.8 125.9") 132.9 134.8) 1137 eee 
Europe B00. 680) 2 eT ae 3) (nes 
Latin America ay Re I By Soe i Se 
Total Natural Gas Liquids Production 162.16.) 147.9.) 134.0.5:138.44)) 1301: 128.0 ..7334.8 137405 oO zee ee 
Total All Liquids 451.6 436.0 444.4 4033 383.7 365.0 3378 3381 /336 75 eee 
Net Natural Gas Production te Cat ‘Millions of Cubic Feet Daily | edn ; es af ai es 
United States (943, 11,072 1,130 1,159 1,247. 1,312 1,433 11,4811 634 eee 
Europe 554), 485 419, 184 183" = a6) 416 Gay. is co 
Canada Rae ie ERA SETI EER 
Latin America ee ae il Lees oe gO 81 Ct ose sean 
Total Natural Gas Production 1497 1,558 1,549 1,343 1,380 1,455 1,570 1,603 1,653 1,665 
Net Oil and Gas Acreage . Millions of Acres ih Re” 
United States GOT G2) aed 6.01) 16.60 4 R20 ND Save eye eaneees 
Canada a ee Oa ee 
Latin America 159,518.12 208 a7) Sie. tl 2.2 Ts OS ee eae 
Europe 26 S680 4 ae Orr a een ies i Oe eee ee 
Africa WTO 97 Oe 158 68) 725 el a 2 le oan Sees 
Middle East jee mea hy Ae Ae: | RRR Te oe 
Southeast Asia 124) 5.9 5301024) 2501) esem ised ty, amd ee 
Total Net Oil and Gas Acreage 51.5) AV Ors 7S Bay | ord Ar G4 Ol s 78/8) i 7aler aren ait 
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Operating Summary 


eat WE IOSO) ce 
OilandGasWells = is ee on 
United States ile 
Oil a 76,238) 
Gas and 1 condensate RM neg a tene 2237 
Outside United States ey eee 
Allwells Pee 
Total Oil and Gas Wells 8,586 
Well Completions — 
le Se a enna ai 
Reese. 2. pt 
Besempment 209 
Outside United States | Tne RTS 
Exploratory TEE 3 a Ta ial 
pebevclooment) | 6 yA 
Total Well Completions 266 
Petroleum Products — 
Refinery Capacity city 
United < States 
Mer ceole hea: 425 
Natural ga gas liquids - A Bane ee MR ian el tie 
Outside U United States Bete ; eae 
Crude oil ; — 
Total Refinery Capacity 601 
Refinery Runs 
pisces oe, oa 
Crude oil - ote ne ul262 
_ Natural gas liquids hi 159 
Outside U United States © aE Even , 
Crude oil Tetra es ‘ — 
Total Refinery Runs 421 
Petroleum Products Sold i 
United States ganas 
~ Automotive gasoline has seh 214 
~ Aviation fuels * i pact 
~ Distillates . Se Rees BI) 
Liquefied y petroleum gas SUT eA Pile 
~ Other ‘products oe en a0) 
Total United States 460 
Outside United States (including exports) _ 49 
Total Petroleum Products Sold 509 
Marketing Outlets (in thousands) 12.8 
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In April 1980, W.F. Martin, whose normal retirement date 
is April 1, 1982, relinquished his responsibilities as the 
company’s chief executive officer, but remained chairman 
of the board of directors. Wm. C. Douce, the company’s 
president and chief operating officer for six years, was 
elected president and chief executive officer. 

In June 1980, the company’s operating and most of the 
staff organizations were realigned under four executive vice 
presidents. The realignment also changed the responsibilities 
of several other executives. 

L.H. Johnstone, formerly executive vice president 
chemicals, was elected executive vice president and 
assistant to the president. 

C.M. Kittrell, executive vice president, previously 
responsible for the petroleum products operations, 
assumed responsibility for all support staffs, except 
financial, general counsel and corporate planning and 
development. 

R.G. Wallace, formerly senior vice president, was 
elected executive vice president with responsibility for 
petroleum products and chemicals operations, and Applied 
Automation, Inc., a Phillips subsidiary manufacturing 
high-technology instruments. 

C.J. Silas, previously senior vice president within the 
natural resources operations, was elected executive vice 
president with responsibility for energy resources activities, 
which include exploration and production, minerals, and 
gas and gas liquids. 

Glenn A. Cox, formerly vice president of management 
information and control, was elected executive vice 
president with responsibility for all corporate financial 
matters and real estate and insurance. 

R. G. Askew, senior vice president formerly responsible 
for several divisions of the chemicals business, was named 
senior vice president with responsibility for the company’s 
chemicals operations. 

Gordon D. Goering, formerly vice president of refining, 
was elected senior vice president with responsibility for the 
petroleum products operations. 

L.M. Rickards, formerly vice president North America 
exploration and production, was elected senior vice 
president with responsibility for the petroleum exploration 
and production operations. 

Edwin Van den Bark, a senior vice president, was elected 
to the newly created post for technology and planning in 
exploration and production. 

K.L. Smalley, formerly manager petrochemicals, was 
elected vice president in charge of the minerals operations. 
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Paul W. Tucker, vice president, continues as head of gas 
and gas liquids operations. As a result of the restructuring, 
the company’s gas and gas liquids business has become 
a separate operation. 

Ray G. Steiner, formerly manager of planning and 
budgeting for petroleum products, was elected vice 
president corporate services. 
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ly 1980, W.W. Dunn, formerly vice president Latin 
America-Asia exploration and production, was elected vice 
president exploration. Also, Richard I. Robinson, formerly 
manager of refining, was elected vice president of refining. 

In October 1980, J. W. Davison, formerly vice president 
of research and development, was elected senior vice 
president with responsibility for planning and development 
following the death of LeRoy Culbertson. Culbertson had 
served the company for 41 years and played a key role in 
the company’s planning and development organization 
and its gas and gas liquids activities. 

C.F. Cook, formerly manager of research and 
development’s petroleum, chemicals and energy processing 
division, was elected vice president of research and 
development. 

C.H. Trotter, vice president of corporate management 
services, retired Jan. 1, 1981. He was a Phillips employee for 
43 years. 

Owen Thomas, a vice president in the company’s 
exploration and production operation, retired Feb. 1, 1981. 
He was a Phillips employee for 42 years. 


Directors 
On July 1, 1980, George B. Beitzel was elected to Phillips 
board of directors. He is a senior vice president anda 
director of International Business Machines Corporation. 
On July 19, 1980, J. Lucian Smith, a member of Phillips 
board since Nov. 1, 1979, died. He was the retired president 
and chief operating officer of The Coca-Cola Company. 
On Jan. 1, 1981, W. A. Roberts ended his service as a 
director upon retirement as an employee of the company. 
Roberts was a Phillips executive vice president. He was a 
Phillips employee for 43 years and a member of Phillips 
board since April 24, 1969. 
As of March 1, 1981, Phillips board consisted of 
14 directors. Four directors are employees and officers of 
the company and 10 are not employees. 
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Board of Directors 


W. EF. Martin, Chairman 


George B. Beitzel 
M.N. Chetkovich 


Wm. C. Douce 
L. H. Johnstone 


E. Douglas Kenna 


C. M. Kittrell 
Melvin R. Laird 


Dolores D. Wharton 


Executive Committee 


Wm. C. Douce 
L. H. Johnstone 
C. M. Kittrell 
W. F. Martin 


Carol C. Laise 
David B. Meeker 
William Piel, Jr. 
W. Clarke Wescoe 


Francis M. Wheat 


Wm. C. Douce 
President and 
Chief Executive Officer 


General Counsel 


Planning and Development 


C. M. Kittrell 
Executive Vice President 


Corporate Engineering 
Corporate Services 
Human Resources 

Public Affairs | 
New York Office 
Washington Office 
Research & Development 


R. G. Wallace 
Executive Vice President 


Petroleum Products 
Chemicals 
Pier 66 Company 
Applied Automation, Inc. 


L. H. Johnstone 
Executive Vice President and 
Assistant to the President 


C. J. Silas Glenn A. Cox 
Executive Vice President Executive Vice President 
Exploration & Production — Comptrollers 

Minerals Treasury 
Gas and Gas Liquids Tax 
Internal Auditing 


* 


Information Services 
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PHILLIPS PETROLEUM COMPANY 


BARTLESVILLE, OKLAHOMA 74004 


